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DEVELOPING A SUCCESSFUL ADVERTISING PROGRAM
FOR YOUR BUSINESS
JOHN S. WRIGHT 
Professor of Business Adm inistration 
M ontana State U niversity, Missoula
Advertising is an integral part of the 
American business scene. Consumers are 
exposed to advertising messages at every 
turn. One authority estimates that the ave 
rage American encounters some 1,500 ads 
every day. The typical businessman is the 
recipient of countless messages from manu 
facturers who wish him to use their products 
in his business. All this advertising entails 
an annual expenditure of around eleven bil 
lion dollars in the United States alone. To 
anyone charged with the responsibility of 
buying, whether it be for a household or a 
business enterprise, the sheer volume of 
American advertising presents a dilemma; 
for though advertisements contain a great 
deal of information which is valuable to the 
purchaser of goods and services, yet this in 
formation must be carefully weighed as con 
flicting claims are made in the advertise 
ments of competing sellers. It can be safely 
stated that advertising is often looked upon 
as a mixed blessing by most buyers.
The businessman must look at advertising 
not only as a prospective buyer but also as a 
seller of goods and services. The business 
man who is responsible for making sales must 
soon decide whether he wishes to employ ad 
vertising as part of his firm’s marketing mix. 
Inasmuch as the role of advertising is prim 
arily to make selling easier, the businessman 
in most instances decides that his company 
will be an advertiser.
If one agrees that receiving and evaluating 
advertising messages is somewhat perplexing, 
the task of sending such messages may well 
appear to be overwhelming. Surely there is 
no facet of the management job which is less 
understood, nor more feared by most business 
executives, than the direction of the com 
pany’s advertising program. The task is of 
ten performed in a timid, hit-or-miss fashion 
which brings less than satisfactory results. 
Such failures increase the tension when fu 
ture advertising programs are being designed 
and lead to a loss of faith in the effectiveness 
of advertising.
Deep down, however, the feeling that the 
company should be advertising persists. For 
one thing, competitors are still advertising. 
Businessmen ask, “How can we handle our 
advertising program effectively? How can 
we harness advertising in our business?” 
This article is an attempt to provide some 
guideposts for those who are seeking answers 
to these questions. It is hoped that some of 
the ideas set forth here will trigger further 
thinking by the executives charged with 
planning advertising programs and help to 
restore their belief in advertising. Adver 
tising requires a hopeful environment if it 
is to succeed.
The Need for a Sound Underlying 
Philosophy Toward Advertising 
Regardless of one’s attitude toward Norm 
an Vincent Peale, the central idea of his 
philosophy is sound: No endeavor can be ful 
ly successful in the absence of positive think 
ing. In the case of advertising this statement 
is especially true, for advertising is a force 
designed to move people to action. Nega 
tively approached, it cannot do an aggressive 
selling job. The business executive who 
wishes to harness the power of advertising 
must have confidence in it. Two attitudes 
may be said to be essential to the develop 
ment of a sound philosophy of advertising:
1. Management must view advertising from  
the prospective customer’s point of view. The 
old-fashioned view toward advertising is ex 
pressed in the phrase, “Advertising is sales-
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manship in print.” Advertising was thought 
of only as a means of making, or at least of 
facilitating, sales. But while it is undeniably 
true that sales are the goal of business, it 
is submitted that this attitude leads easily 
into a common advertising pitfall—the crea 
tion of advertising messages which ignore 
the prospective customer. These ads say in 
effect, “Buy our product because we are sell 
ing it.” Such seller-oriented messages some 
times read as if their goal were to please the 
advertiser rather than the customer. A sound 
rule is, “Don’t advertise to yourself.”
More recently, there has been a recognition 
in American marketing circles that selling 
efforts must be consumer-oriented. Adertis- 
ing messages, for instance, should be designed 
to help consumers solve their problems. This 
approach is illustrated by the ads of large 
food manufacturers, which are very helpful 
to American housewives in their daily prob 
lem of creating variety in the family menu.
Every advertiser must ask himself, “What 
problems of the consumer will my product 
help solve?” The solution must then be pre 
sented so attractively that the consumer will 
be persuaded to try the seller’s product. Un 
til an advertiser looks at his product through 
the eyes of the consumer, his advertising can 
not do a good job. In many businesses this 
attitude is already prevalent; in others, it 
is woefully lacking. An objective look at 
your business on this score will yield good 
dividends.
2. Advertising should be viewed as an in 
vestment. All too often, advertising is treat 
ed only as a cost. The firm’s accountant lists 
it among the expenses of the business; the 
Internal Revenue Service accepts such treat 
ment for income-tax purposes. The trouble 
with all this is that an unhealthy attitude 
results. Controlling expenses and cutting 
costs are prime functions of the business ex 
ecutive, and it is very easy for him to decide, 
when the operating statement is under scru- 
tiny, that the advertising item can be reduced 
or eliminated. Of course, advertising ex 
penditures, like all other expenses, should 
be examined for wastefulness; but a great
deal must be known about the results being 
derived, or not being derived, from advertis 
ing before a cut or elimination is in order. 
The point is that advertising must not be 
made a scapegoat in a period of retrenchment. 
It must stand or fall on its own merits after 
careful consideration of the factors of in 
come and outgo.
When every dollar spent for advertising 
is considered as an investment in the future 
of the company, the attitude of management 
is inevitably much sounder. Expenditures 
are made more thoughtfully and results are 
evaluated more closely, and the attitude that 
advertising is a necessary evil disappears. 
The urge to spend the advertising appropria 
tion quickly and thoughtlessly so that more 
important business can be transacted is con 
trolled. Planned adertising expenditures re 
sult.
A comparison can be made with one’s per 
sonal investment program. Some persons 
approach their investments as if they were 
at a horse race. They bet on hunches and tips 
without planning or study. Careful investors 
study possible additions to their portfolios 
and make choices based upon an evaluation 
of market price, earnings and dividend pros 
pects, and management skill. Having made a 
selection, they watch the issue for changes 
which might affect the soundness of their in 
vestment. Such investment programs re 
sult in the preservation and possible growth 
of the investor’s capital. In a like manner, 
monies spent for advertising can permit a 
company to retain and perhaps improve its 
market position. Every advertising dollar 
should be expected to contribute to the pres 
ent success and future growth of the com 
pany.
A Checklist of Some Essentials 
In a Sound Advertising Program
Sound advertising programs are the com 
bination of a number of key parts. Some of 
the essential elements are:
1. Careful planning. Once the business 
man has developed a sound philosophy of 
advertising, the time is ripe for affirmative
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action. He is ready to take an estimate of 
the situation and devise a course of action. 
The end product is an advertising plan. 
While unplanned advertising may be suc 
cessful in rare instances, a contrary outcome 
is more likely. On the other hand, while 
planning will not insure success in adver 
tising, carefully-laid plans will help bring 
about good results. Several ingredients go 
into a good advertising plan:
a. A clearly-defined objective. A marks 
man must have a target, for his choice of 
weapon, ammunition, and sight adjustments 
depend upon it. Advertising must also have 
an objective if the correct “ammunition” is 
to be included in the advertising program. 
There are a variety of possible objectives for 
advertising. For instance, an advertiser may 
wish to increase his sales volume by a given 
percentage over the past year. Such a goal 
is a common one for advertisers. Often the 
objective may be phrased in terms of new 
accounts, a larger share of the market, or 
greater sales volume from specific items in 
the product line. The important thing is 
to have a goal and express it in concrete, spe 
cific, and measurable terms. The rest of the 
thinking about the advertising program then 
revolves around one question, “Will it help 
achieve our goal?” Decisions are thus simpli 
fied greatly.
b. A definite budget. One of the knottiest 
problems in the planning of advertising, once 
the goal is set, is determining how much to 
spend in order to achieve it.
More often than not advertising appropria 
tions are arrived at by taking a set percentage 
of the past year’s sales. Sometimes the per 
centage is based on anticipated sales for the 
coming year. The ratio of advertising to sales 
may be based on past experience in the com 
pany or on industry averages which are avail 
able from trade association sources. When 
the objective is routine in nature, and not 
exceptional in any way, this method is gen 
erally quite satisfactory. The budget for ad 
vertising can be arrived at simply and quick-
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When the objective is more radical in form,
however, the percentage of sales method is 
unsatisfactory. If the goal involves a big in 
crease in sales, for instance, an average per 
centage will be inadequate; furthermore, 
last year’s sales provide an unrealistic base. 
A better approach is the “task method” of 
arriving at an advertising appropriation. 
Simply stated, the task method is one in 
which the objective is dominant. An attempt 
is made to determine how much advertising 
is necessary to achieve the goal. The bud 
get then calls for money enough to buy the 
needed advertising. The difficulty in this 
method lies in the lack of definite means 
of evaluating the effectiveness of one piece 
of advertising. Regardless of the method 
adopted, it is essential that definite amounts 
of money be set aside for advertising for giv 
en periods. (Incidentally, the most satisfac 
tory time period for an advertising budget 
to cover is one year.) Money is the life blood 
of the advertising plan. Expenditures which 
are inadequate for the job to be done are 
largely wasted.
c. Careful selection of items to advertise 
and of the time for advertising them. In a 
sense the objective tells the advertiser what 
items should be promoted in his advertising 
messages. If the objective is to increase the 
sales of high-margin merchandise, all one 
needs to know is which items carry the high 
est markups. When the goal is more gen 
eral, such as to increase sales volume, the 
choice of items is much broader. In either 
case, however, the promoted merchandise 
must be in demand by consumers. Adver 
tising will not sell unwanted goods. Further 
more, the choice should come from the most 
attractive items in the line. An effort should 
be made to equate the amount of promotional 
effort spent on a given item to its contribu 
tion to sales volume and/or profit. In other 
words, advertising ammunition should be 
shot where the potential return warrants.
What to promote is closely related to when 
to advertise. To be effective, advertising 
must be constant. Continuous effort is a key 
stone in any good advertising program. Ad-







Unadj. Adj. Unadj. Adj.
1958
October .... . ... 114.4 111.4 130.9 120.0
November ....... 113.0 112.2 127.3 121.8
December .... ... 111.4 112.9 120.0 123.6
1959
January  ....... ... 107.5 114.0 109.1 129.1
February ..... ... 106.6 114.4 109.1 129.1
March _____ ... 107.6 115.1 107.3 131.8
April . ... 111.7 115.6 107.3 128.5
May .. ... 114.8 114.3 120.0 124.4
June ............. ... 118.5 113.8: 132.7' 119.3
July  ............... . 118.0 112.4 136.4 120.6
A u g u st_____ ... 119.8 112.8 138.2 118.5
September _ . 111.9 106.5 127.3 109.4
October ......... ... 112.4** 109.4** 134.5** 123.0**
November ..... ... 109.8* 108.9* 127.3* 122.0*
<1! 
Nonagr
Prim ary M etals
& Other
Durable Goods Nondurable
Mfg. Mfg M ining c
Unadj. Adj. Unadj. Adj. Unadj. Adj. Ur
100.0 100.0 120.5 106.4 85.1 87.1 14
96.3 98.1 113.7 106.5 92.1 91.1 12
94.4 98.1 109.6 107.3 91.1 89.1 10
92.6 94.4 102.7 101.6 90.1 90.1 10
94.4 96.3 98.6 107.0 92.1 93.1 8
96.3 97.8 100.0 107.2 92.1 92.1 9
98.1 97.8 102.7 108.0 92.1 91.0 12
100.0 101.9 104.1 108.0 92.1 91.4 14
101.8 100.3 101.4s 105.2 93.1 89.7 16
107.4 102.6 102.7 102.4 92.1 93.6 171
105.6 100.4 104.1 103.3 92.1 93.9 16
51.8 51.3 100.0 98.5 50.5 51.3 15
51.8** 51.7** 116.4** 102.7** 50.5** 51.7** 13
50.0* 51.0* 116.4* 109.0* 47.5* 46.7* in
Carloadings1 Copper Zinc Crude OilTotal Nonagricultural Production5 Production5 Production0
1958
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Urn
October ........ .... 166.0 132.0 138.6 137.8 182.9 181.1 46.0 46.0 315.0 319.8 21<
November .... .... 151.9 133.7 147.9 135.4 192.8 182.7 89.1 88.6 313.4 316.2 20]
December _ .... 139.6 142.2 142.4 148.5 178.9 176.2 85.7 84.4 315.8 314.9 . 20'
1959
January  __ ... 121.6 148.6 136.5 155.3 166.9 163.6 68.5 69.2 319.8 318.8 18f
February . -  117.7 154.2 142.0 157.6 177.7 166.8 88.2 84.6 325.8 324.5 161
March . ... 114.2 137.1 137.4 151.6 185.0 177.9 65.8 63.9 331.0 331.0 181
April ............. 119.6 135.4 145.6 150.4 204.2 192.6 65.3 61.0 321.4 323.3 186
M a y _______ -  131.5 142.9 152.7 147.0 173.3 172.4 93.2 87.1 310.9 311.8 177
June .. .......... ... 129.3 132.1 152.9 143.0 176.4 181.8 93.0 92.1 331.0 323.9 195
July  ___ ~. 134.5 139.2 157.2 151.6 184.4 202.6 108.0 112.7 341.9 339.9 19J
August ____ _  108.9 99.1 107.4 99.5 110.5 120.1 44.8 51.5 332.3 337.0 18*
September _ 72.0 62.2 45.9 43.5 0.0 0.0 0.0 0.0 338.3 340.0 205
October ........._  83.3 65.7 41.4 40.7 0.0 0.0 0.0 0.0 329.8 332.1 204
November .... ... 83.4 73.8 43.8 39.8 327.4 329.7 205
Adj.—-Adjusted for seasonal variatior
lComputed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- 
month.
U nem ploym ent Compensation Commission of Montana. Number of work applicants at end of month. 
3Computed from kilow att hour sales of Montana Power Company, M ontana-Dakota Utilities Company, Pacific 
users for consumption w ithin Montana, reduced to hourly average kilowatt hours per month.
4Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloa 
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from  banks in 16 Montana c 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 departm ent a: 










E lectric P ow er  
C onsum ption8
Unadj. Adj. Unadj. Adj. Unadj. A dj. Unadj. Adj. Unadj. A dj.
86.8 85.4 105.6 103.6 142.8 139.4 8,586 15,332 185.2 196.4
1958 
........  October
87.3 86.4 105.6 104.2 141.2 143.8 13,013 14,556 183.4 191.6 .... November
85.9 87.3 108.0 105.3 141.2 143.6 17,127 14,108 191.8 193.7 ... . December
85.0 88.6 99.7 106.7 139.3 143.2 20,350 13,223 189.2 184.8 ....
1959 
. Jan u ary
85.0 88.6 99.4 107.7 138.5 142.3 21,802 13,173 204.8 191.9 .... . F ebruary
85.4 89.4 100.3 106.9 139.3 142.3 20,045 13,067 193.0 189.6 ...... M arch
86.8 89.6 103.3 105.9 141.2 142.3 14,455 11,936 195.9 187.6 ....  April
89.1 89.0 105.6 105.6 143.6 141.5 11,541 13,085 192.3 183.5 . May
92.3 90.1 108.6 105.4 146.3 140.4 11,049 13,742 201.4 195.5 . June
93.2 89.1 108.9 105.1 137.0 134.4 7,792 11,896 203.1 214.0 .... . Ju ly
92.3 88.8 109.7 103.8 143.6 142.5 7,777 15,370 182.3 187.6 .... .......August
90.0 . 87.5 107.5 102.6 144.7 142.8 8,802 17,818 140.0 142.8 .... Septem ber
87.3** 86.0** 109.7** 107.5** 149.0** 145.5** 10,166 17,898 135.5 144.1 __ __  October
85.4* 84.0* 109.2* 107.9* 146.7* 149.4* 17,740 19,733 143.0 151.5 .....  November
Nonl
Total
arm  Mortgag 
Savings 
& Loan  
A ssocs.









Dept. Store  
Sales0
A gricu ltural 
P rices10 
L ivestock  Crops
($1,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. A dj. Unadj. Unadj.
5,939 2,283 439 2,081 1,136 139.8 125.0 110.0 74.0
1958
_________________  October
6,229 2,107 348 2,375 1,399 150.9 127.3 108.0 74.0 _______________  November
6,785 2,216 547 2,754 1,268 211.8 127.4 108.0 75.0 ............. December
5,741 1,777 71 2,457 1,436 81.4 130.2 107.0 73.0
1959
_________________  Jan u ary
5,222 2,168 264 1,885 905 83.8 130.5 106.0 74.0 ______:.................... February
N.A. N.A. N.A. N.A. N.A. 108.9 135.8 106.0 74.0 __________________  M arch
7,711 3,107 316 2,680 1,608 119.7 125.5 109.0 73.0 ______________ _____ A pril
7,222 2,885 223 2,939 1,175 121.9 124.9 108.0 76.0 ............... ......... ................  May
7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 __________ ___ ____ __  June
6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 ____________________  Ju ly
6,731 2,198 476 2,667 1,390 147.4 129.9 106.0 77.0 __________________ August
6,212 2,388 205 2,458 1,161 132.2 122.6 106.0 75.0 ___ ________ ___ Septem ber
6,771 2,105 418 2,658 1,590 138.4 124.0 101.0 77.0 ......................... ...........October
—Prelim inary **—Revised
ime wage and salary w orkers who worked or
140.3 118.4 95.0 
94.0






ending nearest the  15th of the
Light Company, Bonneville Pow er A dm inistration, and the B ureau of Reclamation to commercial and industrial 
ght loaded a t M ontana points. Daily average.
Daily average, 
tores in M ontana. Daily average.
A djusted  for  seasonal variation: This m eans th a t intra-annual rep eti 
tiv e  fluctuations in  the business ind icators occasioned by th e  e ffec ts  o f  
clim ate, custom  and convention  have been  a llow ed for statistica lly . 
For a m ore com plete  d iscussion  see  th e  Septem ber 1957 issu e o f M ontana 
B usiness R eview .
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(Continued from page 5)
vertising has a cumulative effect; each ad 
vertisement adds its own impact to a gradual 
change in consumer attitude. Sporadic ad 
vertising, on the other hand, is like weekend 
tennis—it is costly, yet does not yield the de 
sired effect. Frequent advertising, like fre 
quent tennis practice, contributes toward the 
achievement of the goal.
Continuous advertising does not mean that 
the advertising budget should be equally dis 
tributed throughout the twelve months. ..Ad 
vertising should coincide with the buying 
patterns of customers. That is, bathing suits 
should be promoted in the summer, and snow- 
shoes in the winter. The theory that adver 
tising should be used as a “shot in the arm” 
in periods of slack demand is fallacious. The 
advertiser loses his share of business during 
peak periods if he does not advertise at that 
time. The best time to go fishing is when 
the fish are biting. Proper timing of adver 
tising cannot be stressed too strongly. Ad 
vertising, no matter how well-designed, will 
not persuade people to buy goods they do not 
want, nor at times when they do not need 
the products. Good advertising rides the tide 
of consumer moods.
2. Thoughtful creation and placement of 
advertising. A sound advertising plan in 
volves an objective, money, goods to promote 
and proper timing. These ingredients should 
be ̂ blended with a sound philosophy of ad 
vertising. When all elements are present, the 
advertiser is ready to begin the creative phase 
of advertising. Advertising messages must 
be written and the correct advertising media 
must be chosen to carry these messages.1 
These two processes are closely related, for 
one cannot write a good advertisement with 
out knowing where it is to appear. It must be 
designed to fit the basic personality of the 
newspaper, magazine, or other medium in
lfrhe  term  “advertising media” may be confusing to 
some readers. The advertising medium (media is 
the plural form) is simply the vehicle which car 
ries the advertising message to the prospective cus 
tomer. The most common forms of advertising 
media are newspapers, magazines, radio, television, 
outdoor signs, and direct mail pieces.
which it will reach the public. The choice of 
advertising media, in turn, is based on the 
reading and listening habits of consumers. 
Although well-chosen advertising media car 
rying well-written advertising copy are es 
sential for the successful advertiser, their 
specialized nature is often difficult for the 
businessman to comprehend fully. Here are 
some hints which may help the reader carry 
out this phase of the advertising program:
a. Seek professional assistance. All of us 
are specialists. We cannot expect to know 
everything about the intricacies of American 
business. Nevertheless, many businessmen 
spend endless hours struggling with the head 
aches involved in writing advertising copy 
and in selecting advertising media. The fruits 
of their labors do not justify the time and 
money they spend. The hours spent on these 
pursuits might better be devoted to other 
facets of the business enterprise. It is sub 
mitted that copywriting and media selection 
can profitably be farmed out to specialized 
personnel. Most businessmen do not try to 
be their own lawyers, yet the law is no more 
complex than advertising.
Businessmen are often hesitant to follow 
this advice because they do not know where 
to turn for assistance. Ideally the problems 
of advertising should be turned over to an 
advertising agency. This specialized form 
of business enterprise is engaged in the cre 
ation and placement of advertising messages 
for its clients. The fee for these services is 
often fifteen percent of the charges made by 
the media for running the advertisements. 
In some cases the media pay this commission 
to the agency, the advertiser paying only the 
regular rates charged by the media. Under 
other circumstances, the advertiser pays an 
additional fee to the agency, in which case 
the rates quoted by the newspaper or radio 
station are generally lower. In any event 
the advertiser secures the services of special 
ists in advertising, thereby alleviating one 
troublesome worry.
If the services of an agency are out of the 
question, help is still available. Salesmen 
for the various media are usually willing to
8
help the advertiser with his creative prob 
lems. Since their services depend, of course, 
on a decision to use their media, their advice 
on media selection is not unbiased. A further 
disadvantage is that media salesmen tend to 
be guilty of sameness in writing advertising. 
One ad looks like another. It therefore be 
hooves the advertiser to become a “seat-of- 
the-pants” expert in the field of advertising, 
so that he can exercise an appropriate veto 
now and then. The advertiser who remem 
bers these limitations, however, may well 
find a worthwhile adviser in the sales repre 
sentative of the local newspaper or radio 
station.
b. Concentrate your advertising. Most ad 
vertisers have only limited amounts of mon 
ey to invest in advertising. One of the quick 
est ways of dissipating these funds is to place 
ads in a large number of media. The reason 
for this common tendency is that the typical 
advertiser is constantly approached by sales 
men for the various media. Instead of ad 
hering firmly to a plan, the advertiser places 
a little business with each medium. He is 
guilty of scatteration in advertising. When 
the results from his advertising expenditure 
are not up to expectations, he is disturbed 
and wonders what went wrong.
A better approach is to pick one or two 
advertising media and concentrate your ad 
vertising messages in them. The initial 
choice of these media should be based on a 
careful examination of several questions, such 
as: (1) Are our potential buyers being reached 
by these media? (2) Is the cost per impres 
sion made relatively low? (3) Will the media 
treat our advertising fairly? Essentially the 
choice revolves around consideration of value 
received for money spent. Although scattered 
advertising may reach a somewhat larger 
audience, concentration offers the advantage 
of greater impact. The competition for at 
tention in advertising requires that thought 
be given to relative impact. Generally speak 
ing, a full page in one publication is better 
than half-pages in two separate publications, 
provided that their coverage is equal. If, 
after a period of time, results are not up to
expectations, other media should be tried. 
Media selection is often a process of experi 
mentation, and one which requires a critical 
attitude. The advertiser should be especially 
wary of the claims made for various media 
as to numbers of listeners and readers, for it 
is difficult to separate fiction from fact in 
this area. Statistical data are often used to 
substantiate such claims and the buyer is at 
a loss to evaluate them. Pick advertising 
media carefully. The analogy to securities 
investment is very pertinent at this point.
c. Remember your advertising is you in the 
eyes of the public. Your advertising copy and 
the media where it appears are factors in the 
image of your business. The salesman in the 
field is the company in the buyer’s eye; his 
actions are the reflection of company policy, 
and they determine whether or not a given 
customer decides to buy. Similarly, adver 
tisements create mental images in the minds 
of potential customers. It is thus imperative 
that advertising messages create the impres 
sion desired—that they reflect the personality 
of the business.2
3. Coordinating advertising with selling 
and merchandising. Advertising is not an 
island. If advertising is to succeed it must be 
coordinated with other activities of the firm, 
particularly those of selling and merchan 
dising. This principle is probably both more 
frequently pointed out and more frequently 
violated than any other in the management 
of advertising programs. What it means is 
that the businessman should make sure that 
advertised goods are in stock in sufficient 
quantities to take advantage of the demand 
resulting from advertising. Failure to do so 
is worse than no advertising at all, for when 
the consumer’s desire is aroused and then 
frustrated, it is only natural that a degree of 
resentment should result. Another area need 
ing coordination with the advertising pro 
gram is the field of personal selling. The 
sales force should know what the context of 
the ads will be: what appeals are made, what
Tn a fu tu re issue of Montana Business R eview , Dr. 
W right w ill explore the concept of the Business 
Image m ore completely.
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claims are offered, -etc. Otherwise, adver 
tising will fail to perform its function of mak 
ing personal selling faster and easier. In sum, 
everyone in the business should be aware of 
what is going on on the advertising front. The 
firm’s advertising should be sold to em 
ployees, distributors, and consumers alike. 
Advertising should not be expected to func 
tion in a vacuum.
4. Following up advertising after it has ap 
peared. Once a particular advertisement ap 
pears a person may be inclined to feel that 
the end has been reached, that “The damage 
has been done,” so to speak. This attitude 
is, however, unwarranted. Once an ad has 
been printed or broadcasted it of course can 
not be called back or redone, but it may have 
great value in future advertising. First of all, 
an effort should be made to ascertain whether 
the ad was successful; that is, did it bring 
the results desired? Whether the answer is 
“yes” or “no” the ad should be analyzed to 
see why it succeeded or failed. Little by little 
good ideas can be separated from bad ideas, 
and succeeding advertisements can avoid the 
bad and include the good. This process is 
necessarily experimental in nature and re 
quires the curious mind, but better advertis 
ing will result from it. As a matter of fact, 
there is no reason why highly successful ad 
vertisements cannot be repeated from time 
to time, since repetition is important in the 
learning process. In many ways advertising 
is an integral part of an educative program 
for the consumer.
One more observation may be made about 
the follow-up phase of the advertising pro 
gram. All of us recognize that the one cer 
tainty of life is that it will change. Certainly 
the business environment is filled with 
changing conditions. Advertising changes,
too. Nevertheless, many advertising pro 
grams become frozen, using fixed patterns 
year after year without the slightest attempt 
at experimentation. The writer advises his 
advertiser-reader to place one of his current 
ads against one which appeared ten or fifteen 
years ago. Are they the same, or have you 
•changed your advertising in response to 
changing market conditions?
The Challenge
A new year and a new decade are upon us. 
Marketing experts expect the ’60’s to be fab- 
lous. Most assuredly, population figures are 
bursting, and if income continues to rise, op 
portunities will be nearly unlimited, for mar 
kets consist of people with money. The one 
other essential element is desire on the part 
of the people to spend their money. Here 
lies the challenge for those of us who are 
engaged in marketing: we must see that these 
people do desire better and more goods and 
services. Latent desires must be aroused. 
While we help raise the American standard 
of living we will be helping to keep the United 
States prosperous.
Advertising is destined to be a prime mover 
in this demand stimulation arena. Every ad 
vertiser should be certain, therefore, that his 
advertising program is as sound as he can 
possibly make it. The writer’s hope is that 
this short paper will stimulate the advertisers 
of Montana to take a fresh look at their ad 
vertising and to resolve that hereafter they 
will give advertising the attention it deserves. 
The rewards will be evident not only in per 
sonal satisfaction over a job well done, but 




( 1947-1949 =  100)
B illin g s B u tte  G lend ive G reat Falls K alisp ell M alta M iles C ity M issoula
U nadj. A d j. U nadj. A d j. U nadj. A dj. Unadj. A dj. U nadj. A dj. Unadj. A dj. Unadj. A d j. U nadj. A dj.
1958
N ov. __ 251.3 229.5 139.0 140.4 257.9 214.2 181.4 177.0 170.1 160.5 180.2 148.6 209.2 153.6 197.2 200.4
D ec. __ 264.7 246.5 152.1 140.4 238.0 213.6 187.6 180.7 169.0 159.6 182.0 150.0 173.8 149.5 223.8 209.5
1959
J a n . __ 226.6 229.1 131.2 133.2 212.3 202.9 186.1 173.6 166.5 168.0 151.1 146.2 146.6 146.4 202.2 210.2
Feb. _ 209.7 2322 120.7 128.6 190.7 206.1 160.8 175.4 160.6 177.6 119.6 140.0 121.8 148.0 189.7 222.1
March 226.8 237.5 143.5 138.8 200.9 207.5 163.7 181.5 155.6 183.3 124.0 146.4 133.3 154.8 215.2 224.4
A pril _ 233.4 244.9 136.3 140.2 224.6 228.0 172.2 185.0 159.2 197.8 145.6 164.1 135.0 153.6 238.9 252.8
May __ 213.7 240.1 135.4 148.8 215.6 242.8 167.0 191.1 160.2 171.0 134.2 150.1 122.5 144.6 216.8 230.6
Jun e __ 232.0 238.9 146.8 133.1 219.1 2282 176.5 181.2 181.2 174.1 140.5 135.2 131.2 144.0 248.2 235.9
J u ly  _ 224.8 229.8 142.0 146.1 203.2 222.8 169.6 175.0 181.7 168.6 128.6 154.7 139.6 168.8 270.3 267.9
August 230.9 240.3 128.0 141.1 222.6 254.1 179.1 186.4 205.0 184.7 133.1 164.7 139.7 165.9 244.1 240.0
Sept. __ 250.4 232.1 126.1 121.4 228.6 248.7 191.3 163.8 224.2 203.3 146.4 131.8 175.2 162.7 257.0 229.5
Oct. _ 261.1 225.3 125.5 117.4 241.1 196.5 186.3 160.6 195.9 183.4 169.7 130.7 228.1 162.7 248.0 226.5
Nov. __ 274.0 251.4 119.1 120.7 289.8 241.5 189.2 184.6 179.3 169.5 223.3 186.4 256.7 187.5 245.3 251.1
D ec....... 263.4 244.3 121.4 111.8 230.4 207.0 179.8 171.9 179.4 169.2 170.6 140.5 207.8 179.0 244.2 227.4
Adj.—A d ju sted  fo r  season al variation
‘Com puted from  reports o f  F ederal R eserve  B ank  o f  M inneapolis. D a ily  average.
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B illings B utte  G lendive Great Falls K alispell M alta M iles City M issoula
LOCAL BANK DEBITS
(1947-1949 =  100)
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1958
N o v ........ 251.3 229.5 139.0 . 140.4 257.9 214.2 181.4 177.0 170.1 160.5 180.2 148.6 209.2 153.6 197.2 200.4
D ec. . 264.7 246.5 152.1 140.4 238.0 213.6 187.6 180.7 169.0 159.6 182.0 150.0 173.8 149.5 223.8 209.5
1959
Jan. 226.6 229.1 131.2 133.2 212.3 202.9 186.1 173.6 166.5 168.0 151.1 146.2 146.6 146.4 202.2 210.2
Feb. .... 209.7 232.2 120.7 128.6 190.7 206.1 160.8 175.4 160.6 177.6 119.6 140.0 121.8 148.0 189.7 222.1
March 226.8 237.5 143.5 138.8 200.9 207.5 163.7 181.5 155.6 183.3 124.0 146.4 133.3 154.8 215.2 224.4
A pril _ 233.4 244.9 136.3 140.2 224.6 228.0 172.2 185.0 159.2 197.8 145.6 164.1 135.0 153.6 238.9 252.8
M ay _ 213.7 240.1 135.4 148.8 215.6 242.8 167.0 191.1 160.2 171.0 134.2 150.1 122.5 144.6 216.8 230.6
June 232.0 238.9 146.8 133.1 219.1 228.2 176.5 181.2 181.2 174.1 140.5 135.2 131.2 144.0 248.2 235.9
July  _ 224.8 229.8 142.0 146.1 203.2 222.8 169.6 175.0 181.7 168.6 128.6 154.7 139.6 168.8 270.3 2673
August 230.9 240.3 128.0 141.1 222.6 254.1 179.1 186.4 205.0 184.7 133.1 164.7 139.7 165.9 244.1 240.0
Sept. _ 250.4 232.1 126.1 121.4 228.6 248.7 191.3 163.8 224.2 203.3 146.4 131.8 175.2 162.7 257.0 229.5
Oct. _ 261.1 225.3 125.5 117.4 241.1 196.5 186.3 160.6 195.9 183.4 169.7 130.7 228.1 162.7 248.0 226.5
N ov. _ 274.0 251.4 119.1 120.7 289.8 241.5 189.2 184.6 179.3 169.5 223.3 186.4 256.7 187.5 245.3 251.1
D ec. __ 263.4 244.3 121.4 111.8 230.4 207.0 179.8 171.9 179.4 169.2 170.6 140.5 207.8 179.0 244.2 227.4
Adj.—A djusted  for seasonal variation
'Computed from  reports o f Federal R eserve B ank o f M inneapolis. D aily  average.
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Federal Land Ownership and Local Government in Montana
MAXINE C. JOHNSON 
Research Associate 
B ureau of Business and Economic Research 
M ontana State U niversity, Missoula
The predominance of the federal govern 
ment as a landowner has long been an es 
tablished fact in the western states. Most 
of the federal lands were originally a part of 
the public domain and have been in federal 
ownership since the states were organized. 
In the eleven western states, the proportion 
of total land area owned by the United States 
government varies from 30 percent in Mon 
tana and Washington to 87.5 percent in 
Nevada. Acreages owned by the federal gov 
ernment in Montana amount to approxi 
mately 28 million; an additional 5.7 million 
acres (or 6.1 percent of the total land area) 
are held in trust for American Indians.
Such a concentration of land in the hands 
of government agencies creates numerous 
problems—among them fiscal problems aris 
ing from the tax-exempt status of federal 
lands. The following discussion of fiscal as 
pects of federal land ownership in Montana 
is taken from a more comprehensive report, 
Public Lands in Montana, Their- History and 
Current Significance, by William S. Peters 
and Maxine C. Johnson, recently published 
by the Bureau of Business & Economic Re 
search at Montana State University in co 
operation with the State Planning Board.1
The immunity of federal property from 
state and local taxation was established in 
1819 by the United States Supreme Court in 
the case of McCulloch vs. Maryland. The 
burden of this exemption falls chiefly on 
local governments (counties, cities, and school 
districts), which commonly derive a large 
portion of their revenue from the property 
tax. Thus the extensive federal landholdings 
have frequently claimed the attention of local 
officials struggling with inadequate revenues 
and small property tax bases.
'Copies are available free on request from  eithei 
agency.
Numerous proposals for alleviating the 
situation have been offered, among them ces 
sion of federal lands to the states, transferal 
to private ownership, taxation on the same 
basis as privately-owned property, or pay 
ments by the federal government in lieu of 
taxes.
The transfer of any significant amounts of 
federal land to either state or private owner 
ship appears unlikely at this time. While 
there exists a strong sentiment against the 
acquisition of more land by the federal gov 
ernment, a strong body of public opinion also 
opposes any major disposition of its present 
holdings.
Permission for local governments to tax 
certain federal property, while frequently 
considered, has been granted in only a few 
instances, generally in the case of the prop 
erty of federal banking and credit agencies. 
Many difficulties are inherent in the assess 
ment of federal property, because it has uses 
and values other than the usual commercial 
ones; in addition, the temptation for local 
assessors to over-value federal property 
might be strong.
On the other hand, it is generally conceded 
that local governments do have reasonable 
claim to some revenue from federal property 
to meet their costs of operation. In recogni 
tion, Congress has provided for various pay 
ments, some directly in lieu of taxes and 
others on a revenue-sharing basis. Payments 
in lieu of taxes have been utilized especially 
for housing properties of the Public Housing 
Administration, certain national forest lands 
(in Minnesota), Atomic Energy Commission 
properties, surplus properties, and specified 
reclamation properties, especially in the 
Columbia Basin. In Montana, the Public 
Housing Administration makes in-lieu pay 
ments on low-rent public housing projects to
3
TABLE 1
AREA OF FEDERALLY CONTROLLED LANDS, 
BY AGENCY AND BUREAU, MONTANA, 1956
A gency and Bureau A cres
P ercent 
o f Total
All property, to ta l__________ 33,773,575 100 .0
Owned property, total ........... 28,073,716 83.2
Agriculture, to ta l ......... ............ 18,643,035 55.2
Agricultural Research 
S e rv ic e ________________ 73,039 0.2
Forest Service1 ...................... 18,569,996 55.0
Interior, t o t a l __________:___ 8,828,008 26.2
Bureau of Indian A ffa irs_ 131,005 0.4
Bureau of Land 
Management ____ _____ 6,741,222 20 .0
Bureau of R eclam ation___ 305,252 0.9
Fish and Wildlife Service_ 465,231 1.4
National P ark  Service ___ 1,185,197 3.5
Bonneville Power Ad 
m inistration ____  _ _ _ 101 __8
Defense, total ... 600,290 1.8
Corps of Engineers __ __ 589,652 1.7
Air Force .. ............................. 7,975 __3
A r m y ___________________ 2,663 __3
Other2 _____________ _____ 2,382 __8
Trust property, to ta l_______ 5,669,692 16.8
Interior, total ____ 5,669,692 16.8
Bureau of Indian A ffa irs ... 5,669,692 16.8
Leased property, total ____ 30,167 __8
‘In 1958, 1,935,853 acres were transferred from the 
Forest Service to the Departm ent of the Interior, 
Bureau of Land Management.
“Includes General Services Administration, D epart 
m ent of Commerce, Veterans Administration, and 
Post Office Department.
“Less than 0.1 percent.
Source: General Services Administration, Inven 
tory of Real Property Owned by the United States, 
as of June 30, 1956, unpublished listings.
five counties: Cascade, Deer Lodge, Lewis 
and Clark, Richland, and Silver Bow. In 1957 
and 1958 these payments totalled slightly over 
$31,000 per year.2
The properties associated with shared rev 
enues consist generally of large tracts of 
rural land with few improvements; by and 
large they have been part of the public do 
main and have never been subject to prop 
erty taxes. This description, of course, is 
typical of the federal lands in Montana with 
which this report is concerned.
“Letter from Commissioner, Public Housing Ad 
m inistration, March 26, 1959.
Distribution of Federal Land
By Counties
The proportion of federally-controlled tax- 
exempt land in Montana (36.2%) is smaller 
than in other western states. (In addition, to 
the 30.1 percent of the total area owned by the 
federal government, the 6.1 percent held in 
trust for American Indians is also nontax- 
able.) On the other hand, Montana’s depen 
dence upon the property tax is greater. Coun 
ties, municipalities, and school districts de 
pend almost wholly upon this tax.
The geographical distribution of federal 
lands in the state is quite uneven, with con 
siderable concentration in the western coun 
ties. In 1948-49 the percentage of total land 
in federal ownership or trust within county 
borders ranged from approximately 3 per 
cent in Liberty County to about 82 percent in 
Mineral County.3
Altogether there are 56 counties and over 
900 operating school districts in the state of 
Montana. Most are sparsely settled and with 
out urban areas. They typically face con 
siderable difficulty in raising sufficient rev 
enue to provide adequate levels of services. 
In those counties with large areas of federal 
land, its exemption from property taxes fre 
quently appears to place an additional and 
unfair burden on the remaining taxable prop 
erty. On the other hand, by 1912, at the be 
ginning of the “county boom” in Montana,4 
large areas of the public domain were no 
longer open to settlement, having already 
been reserved for national forests, national 
parks and Indian reservations. Thus the 
problem might be expressed in terms of the 
creation of too many counties with too little 
consideration of the property tax base and its 
ability to support the necessary services.
Although most of the federal land in Mon 
tana came originally from the public domain, 
approximately 2.4 million acres have been 
acquired by other means, mostly through
aSee Table 2. The acreage of federal and Indian 
lands in Montana has declined slightly since 1948- 
49 but the wide variation in county distribution 
continues. No later county data are available. 
‘Twenty-four new counties were organized in Mon 
tana between 1912 and 1920.
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TABLE 2
FEDERALLY-CONTROLLED LANDS IN MONTANA, BY COUNTY, 1948-49
County A creage1
P ercen t  
o f Total 
A rea
Total2 . .............. .......____ .. 34,250,526 36.7
Beaverhead ______________ 2,094,430 58.9
Big Horn .......................... ......._  2,059,224 63.9
Blaine . ......... ................. ........ 1,009,299 37.0
B r o a d w a te r ............... ........ . 243,024 30.5
Carbon ....................... .............. 554,202 41.8
C arter _____  . . ............ ..... 602,871 28.4
Cascade ............ . ............... ...... 232,666 13.7
Chouteau ................. . ....... 235,021 9.4
Custer ........................... ...... 400,709 16.6
Daniels ............................ 78,155 8.5
Dawson ............................. .. 61,542 4.1
Deer Lodge ............................. 153,740 32.5
Fallon ............... ................. 116,276 11.1
Fergus . .............................. 520,926 19.2
Flathead _____________ 2,424,661 73.2
Gallatin 689,491 42.8
Garfield _. ............. 827,262 28.1
Glacier ___ 1,514,986 79.6
Golden Valley ........ 35,541 4.7
Granite . . _ 702,812 63.4
Hill 115,667 6.2
J e f fe r s o n ________________ .... 544,577 51.5
Judith  B a s in ............. ...... 309,320 25.7
L a k e ______________ 499,791 52.1
Lewis & C lark __ ____ 1,074,568 48.3
Liberty 30,633 3.3
Lincoln .............. 1,749,601 73.6
McCone ... __ 251,889 15.2
Madison _____ 1,056,869 46.8
'Data include lands owned by the U. S. governm ent 
plus Indian tru st lands.
County A creage'
P ercent  
o f  Total 
A rea
M e a g h e r ____________ 459,601 30.5
M ineral .......................... ............  643,506 82.2
M is s o u la ____________ 746,776 44.6
M usselshell .................. 127,282 10.5
P ark  ________________ 860,431 51.2
Petroleum  ....................... 403,523 38.2
Phillips _____________ ............. 1,544,091 46.1
Pondera _________ 263,195 25.0
Pow der R iver . _ 593,512 28.2
Powell ...................  ... 623,903 41.7
P rairie  .. . ... ______  450,783 40.8
Ravalli .......................... . ______ 1,095,121 71.8
Richland . ... 56,938 4.3
R o o s e v e l t ...................... 727,363 47.6
Rosebud ..................... . 582,382 18.1
Sanders ___________ 1,102,195 61.3
Sheridan .................. ...... 152,406 14.0
Silver Bow ................... . 245,895 53.7
S tillw ater ____ __  . 199,372 17.3
Sweet Grass ___ 289,595 24.5
Teton ............................... 313,650 21.4
Toole 55,765 4.4
Treasure ................... 87,550 13.9
Valley 1,585,344 49.9
W heatland .................... 69,284 7.6
W ibaux ___ 1_________ 26,029 4.6
Yellowstone .................. 317,424 18.8
U ndistributed .... .......... 437,856
2Com parable acreage June 30, 1956 -  33,743,408. 
Source: National Education Association of the U nit 
ed States, Status and Fiscal Significance of 
Federal Lands in  the E leven W estern States, 
October 1950, pp. 63-4.
purchase. These lands, therefore, have been 
removed from property tax rolls. Almost 2 
million acres are incorporated in land utili 
zation projects in eastern Montana. They are 
concentrated in eight counties—Blaine, Fer 
gus, Garfield, Musselshell, Park, Phillips, 
Valley and Yellowstone. Other major acqui 
sitions by the Corps of Engineers (Fort Peck 
project), Bureau of Indian Affairs, Bureau of 
Reclamation, and Fish and Wildlife Service 
also involved land in eastern Montana coun 
ties. In western Montana, smaller acreages 
have been acquired by the Forest Service 
(chiefly through exchange) and the Fish and 
Wildlife Service. Thus, although eastern
Montana counties in general have a smaller 
proportion of their total land areas in federal 
ownership, more land has been removed from 
their tax rolls than in the western counties. 
On the other hand, nearly all the land ac 
quired by the federal government has been 
of poor quality and low value. Most of it 
would be capable of carrying only a very low 
tax load. Fortunately, Montana counties and 
cities are not faced with the problem of ex 
tensive federal ownership of valuable urban 
properties. Of the total federal holdings, 
only 3,153 acres are classified as urban.









Lum ber Sc 
Tim ber Prod. 
Unadj. Adj.












November ....... 113.0 112.2 127.3 121.8 96.3 98.1 113.7 106.5 92.1 91.1 12
December __ ... 111.4 112.9 120.0 123.6 94.4 98.1 109.6 107.3 91.1 89.1 10
1959 
January  ....... ... 107.5 114.0 109.1 129.1 92.6 94.4 102.7 101.6 90.1 90.1 10
February __ ... 106.6 114.4 109.1 129.1 94.4 96.3 98.6 107.0 92.1 93.1 8
March ..... ..... ... 107.6 115.1 107.3 131.8 96.3 97.8 100.0 107.2 92.1 92.1 9
April ............. ... 111.7 115.6 107.3 128.5 98.1 97.8 102.7 108.0 92.1 91.0 12
May __ . 114.8 114.3 120.0 124.4 100.0 101.9 104.1 108.0 92.1 91.4 14
June ______ ... 118.5 113.8: 132.7’ 119.3 101.8 100.3 101.4s 105.2 93.1 89.7 16:
Ju ly  ....... ....... ... 118.0 112.4 136.4 120.6 107.4 102.6 102.7 102.4 92.1 93.6 17i
August ____ .. 119.8 112.8 138.2 118.5 105.6 100.4 104.1 103.3 92.1 93.9 16'
September _... 111.9 106.5 127.3 109.4 51.8 51.3 100.0 98.5 50.5 51.3 15
October .... .... 112.4 109.4 134.5 123.0 51.8 51.7 116.4 102.7 50.5 51.7 13:
November .... ... 109.9** 109.0** 127.3** 122.0** 50.0** 51.0** 116.4** 109.0** 48.5** 47.6** 111
















November ... ... 151.9 133.7 147.9 135.4 192.8 182.7 89.1 88.6 313.4 316.2 2 0 :
December .... _  139.6 142.2 142.4 148.5 178.9 176.2 85.7 84.4 315.8 314.9 20'
1959 
January  .... ... 121.6 148.6 136.5 155.3 166.9 163.6 68.5 69.2 319.8 318.8 181
February . 117.7 154.2 142.0 157.6 177.7 166.8 88.2 84.6 325.8 324.5 16!
March _____ __ 114.2 137.1 137.4 151.6 185.0 177.9 65.8 63.9 331.0 331.0 is:
April ______ ... 119.6 135.4 145.6 150.4 204.2 192.6 65.3 61.0 321.4 323.3 181
May _ ___ ... 131.5 142.9 152.7 147.0 173.3 172.4 93.2 87.1 310.9 311.8 171
June ______ ... 129.3 132.1 152.9 143.0 176.4 181.8 93.0 92.1 331.0 323.9 192
J u l y _______ ... 134.5 139.2 157.2 151.6 184.4 202.6 108.0 112.7 341.9 339.9 19:
A u g u s t____ ... 108.9 99.1 107.4 99.5 110.5 120.1 44.8 51.5 332.3 337.0 18*
September ... 72.0 62.2 45.9 43.5 0.0 0.0 0.0 0.0 338.3 340.0 202
October ......... ... 83.3 65.7 41.4 40.7 0.0 0.0 0.0 0.0 329.8 332.1 20‘
November ... 83.4 73.8 43.8 39.8 0.0 0.0 327.4 329.7 202
December ____ 20(
Adj.—Adjusted for seasonal variatior
1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full 
month.
U nem ploym ent Compensation Commission of Montana. Number of work applicants at end of month. 
3Computed from kilow att hour sales of Montana Power Company, M ontana-Dakota Utilities Company, Pacific 
users for consumption w ithin Montana, reduced to hourly average kilowatt hours per month.
4Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total, carloa 
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from  banks in 16 Montana c 
®Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 departm ent a 










E lectric Pow er  
C onsum ption2
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
87.3 86.4 105.6 104.2 141.2 143.8 13,013 14,556 183.4 191.6 ....
1958 
..... November
85.9 87.3 108.0 105.3 141.2 143.6 17,127 14,108 191.8 193.7 .......  December
85.0 88.6 99.7 106.7 139.3 143.2 20,350 13,223 189.2 184.8 ....
1959 
____ Jan u ary
85.0 88.6 99.4 107.7 138.5 142.3 21,802 13,173 204.8 191.9 ..... .... February
85.4 89.4 100.3 106.9 139.3 142.3 20,045 13,067 193.0 189.6 ________ M arch
86.8 89.6 103.3 105.9 141.2 142.3 14,455 11,936 195.9 187.6 ............ -  April
89.1 89.0 105.6 105.6 143.6 141.5 11,541 13,085 192.3 183.5 ....________May
92.3 90.1 108.6 105.4 146.3 140.4 11,049 13,742 201.4 195.5 ...._______  June
93.2 89.1 108.9 105.1 137.0 134.4 7,792 11,896 203.1 214.0 ________Ju ly
92.3 88.8 109.7 103.8 143.6 142.5 7,777 15,370 182.3 187.6 ....- ..........August
90.0 87.5 107.5 102.6 144.7 142.8 8,802 17,818 140.0 142.8 .... .... Septem ber
87.3 86.0 109.7 107.5 149.0 145.5 10,166 17,898 135.5 144.1 ____  October
86.4** 85.0** 109.2** 107.9** 145.9** 148.6** 17,740 19,733 143.0 151.5 .... .... November
85.4* 86.4* 108.3* 105.3* 147.5* 150.0* 20,168 16,586 . December
N onfarm  M ortgage R ecordings (Unadj.)*
Total
Savings 







Dept. Store  
Sales0
A gricu ltural 
P rices10 
L ivestock  Crops($1,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj. Unadj. Unadj.
6,229 2,107 348 2,375 1,399 150.9 127.3 108.0 74.0
1958
........... ................... November
6,785 2,216 547 2,754 1,268 211.8 127.4 108.0 75.0 ___ '___________ December
5,741 1,777 71 2,457 1,436 81.4 130.2 107.0 73.0
1959
----------- 1_________Jan u ary
5,222 2,168 264 1,885 905 83.8 130.5 106.0 74.0 ____________ _ __ February
N.A. N.A. N.A. N.A. N A.. 108.9 135.8 106.0 74.0 ........... ............ .............  M arch
7,711 3,107 316 2,680 1,608 119.7 125.5 109.0 73.0 .............. .......... ......................... A p r i l
7,222 2,885 223 2,939 1,175 121.9 124.9 108.0 76.0 ____________________ May
7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 ------------------------------- June
6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 .......- ...............................  Ju ly
6,731 2,198 476 2,667 1,390 147.4 129.9 106.0 77.0 ---------------------------  August
6,212 2,388 205 2,458 1,161 132.2 122.6 106.0 75.0 ............................... Septem ber
6,771 2,105 418 2,658 1,590 138.4 124.0 101.0 77.0 __________________ October
4,450 1,132 341 1,844 1,133 140.3 118.4 95.0 78.0 ............................... November
—Prelim inary **—Revised
im e  wage and salary w orkers who worked or
205.5 123.6 94.0 79.0 ............................... December
received pay during the day period ending nearest the 15th of the
Light Company, Bonneville Pow er A dm inistration, and the B ureau of Reclamation to commercial and industrial 
^ght loaded a t M ontana points. Daily average.
Daily average, 
tores in M ontana. Daily average.
A djusted  for  seasonal variation: This m eans that in tra-annual repeti 
tiv e  fluctuations in  th e  business ind icators occasioned by the e ffec ts  o f  
clim ate, custom  and convention  h ave  been a llow ed for statistica lly . 
For a  m ore com plete d iscussion  see  the Septem ber 1957 issu e o f M ontana  
B usiness R eview .
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(Continued from page 5) 
Revenue-sharing programs
Federal aid on account of land holdings in 
Montana is almost entirely in the form of 
shared revenues. In some cases, payment is 
made to the state for distribution to counties 
in which the land is located; other payments 
are made direct to the counties. Usually it 
is specified that the money is to be spent for 
schools and roads. In fiscal 1958, shared 
revenues paid to the state and county govern 
ments amounted to over $2.8 million from 
nine different programs. However, $2.6 mil 
lion came from national forests and mineral 
land receipts, with only minor amounts from 
other sources (Table 3).
National forests (Forest Service). Twenty- 
five percent of all moneys received from each 
national forest (including revenue from tim 
ber sales, grazing fees, etc.) is paid to the 
state in which the forest is located. The pro 
ceeds are to be used as the state legislatures 
prescribe for the benefit of public schools 
and roads in the counties in which the forest 
is located. In fiscal 1958, $1.1 million in na 
tional forest funds were made available to 
Montana.
Submarginal lands ( F o r e s t  S e r v i c e ) . 5 
the supervision of the Bureau of Land Management. 
Twenty-five percent of net revenue received 
from land utilization projects (grazing fees, 
receipts from mineral leases and timber sales, 
etc.) is paid to the counties in which such 
lands are situated, to be used for school and 
road purposes. Proceeds from land sales are 
excluded. Payments to Montana counties 
amounted to over $87,000 in fiscal 1958.
Lands acquired for flood-control purposes 
(Corps of Engineers). Seventy-five percent 
of moneys received from the lease of such 
lands is paid to the states. The proceeds are 
to be used as the state legislatures prescribe, 
for public schools and roads in the counties 
in which the lands are located. In fiscal 1958 
the amount paid under this program was 
$20,900.
Public lands sold, including timber, sand 
and other materials (Bureauof Land Man 
agement) . Five percent of the proceeds from 
the sale of public lands, including materials 
thereon, is paid to the states in which they 
are located. The proceeds are designated for
“Beginning in fiscal 1959, these lands were under
TABLE 3
SHARED REVENUE PAYMENTS TO THE STATE OF M ONTANA AND ITS COUNTIES, FISCAL YEARS 1948-1958
Program  
Total shared revenues $ 















Paym ents from  receipts 
under M igratory Bird
... 87,204 112,161 88,048 72,450
Conservation Act3 
Paym ents from  receipts 
under M ineral Leasing
. 10,187 10,320 9,114 11,074
A ct4
Paym ents from  receipts 
under Taylor Grazing 
A ct and proceeds
1,532,378 1,164,713 925,767 819,244
from land sales5 
Paym ents under Federal
42,769 41,098 44,074 37,269
Pow er Act®
Lease o f flood control
2,563 989 1,026 1,602
lands7 20.900 20,129 0 0
1954 1953 1952 1951 1950 1949 1948
$1,690,418 $1,519,551 $1,023,876 $968,782 $750,750 $603,837 $571,833
554.259 500,317 329,850 206.892 250,687 207,060 195,834
86,892 65,986 75,412 0 35,445 37,584 40,994
11,474 10,068 9,162 10,144 8,624 6,446 5,235
1,004,615 910,568 572,344 701,234 442,086 320,274 284,378
32,316 30,536 36,329 49,830 13,247 31,691 44,585
862 2,096 779 682 661 782 807
0 0 0 0 0 0 0
*25 percent o f all national forest receipts. * ’ >
=25 percent of net revenues received (exclud ing sales) for the use o f such land.
25 percent of net proceeds from  the sale o f w ild life  products and privileges.
Rioi? PercenJ the receipts in  bonuses, royalties, ana rentals under the M ineral Leasing Act.
if,+i-Sercent » xfee  receipts on public land w ith in  grazing  districts; 50 percent o f grazing fee  receipts on public land
oq<7 i/ iae  &razmg districts; 5 percent of  the  net proceeds fro m  the sale o f public lands including m aterials theraon. 
landsPerCent ° f  funds derived from  licenses issued by the C om m ission for occupancy and use of national forests and public
*75 percent o f m oneys received from  the lease o f such lands.
sou rce: Secretary of the Treasury, A nnual R eports on ine S ta te  o f th e  Finances, 1948-1958.
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various uses, including education, roads, and 
other internal improvements.6
Public lands within grazing districts (Bu 
reau of Land Management). Twelve and one- 
half percent of grazing fee receipts is paid to 
the states, to be used as the state legislatures 
designate for the benefit of the counties in 
volved.
Public lands outside grazing districts Bu 
reau of Land Management). Fifty percent of 
the grazing fee receipts from such lands is 
paid to the states. State legislatures prescribe 
how the counties in which the land is located 
use the funds.
Montana’s combined receipts from grazing 
land fees and land sales amounted to almost 
$43,000 in fiscal 1958.
Mineral lands (Bureau of Land Manage 
ment). Thirty-seven and one-half percent of 
the receipts in bonuses, royalties, and rentals 
under the Mineral Leasing Act is paid to the 
states.1 Proceeds are used as the legislatures 
designate, for the construction and mainten 
ance of roads and for the support of public 
schools or other public educational institu 
tions. In fiscal 1958, Montana received $1.5 
million under this program.
Wildlife refuges (Fish and Wildlife Ser 
vice) . Under the terms of the Migratory Bird 
Conservation Act, twenty-five percent of the 
net proceeds from the sale of wildlife refuge 
products and privileges is paid to the counties 
in which the refuges are located, the pro 
ceeds to be expended for public schools and 
roads. Slightly over $10,000 was paid to 
counties in fiscal 1958 under this provision.
Federal Power Commission licenses. Thirty- 
seven and one-half percent of the funds de 
rived from licenses issued by the Commis 
sion for the occupancy and use of national 
forests and public lands is paid to the states 
in which they are located. Payments to 
Montana in fiscal 1958 amounted to $2,563.
T h e  rem aining 95 percent of receipts from  public 
^ nd sales is earm arked for the reclam ation fund to 
aid in financing B ureau of Reclamation projects in 
1̂7 western states, including Montana.
Fifty-two and one-half percent of the  receipts go 
into the reclam ation fund, and 10 percent to the 
federal governm ent for adm inistrative expense.
Related programs
In addition to these revenue-sharing pro 
grams, the state of Montana receives other 
funds from the federal government, either 
closely related to revenue-sharing plans or 
as a result of federal ownership of real estate 
within its borders.
Forest roads and trails. Besides the 25 per 
cent of national forest receipts which the 
counties receive for schools and roads, 10 per 
cent is spent on forest roads and trails within 
the national forests. In fiscal 1958, this 
amounted to $447,500 in Montana (Table 4). 
Total expenditures for national forest roads 
and trails in the state in fiscal 1958, however, 
amounted to $2.8 million.
Indian education. Most Indian children at 
tend public schools in Montana. Because 
most of them reside on tax-exempt lands the 
federal government reimburses school dis 
tricts which provide educational facilities for 
Indian children.
The Johnson-O’Malley Act (1934) provides 
for reimbursement of school districts for edu 
cation of children with one-fourth degree of 
Indian blood, membership on tribal rolls, and 
residence on tax-exempt Indian lands. Such 
funds are used for maintenance and operation 
of schools, school lunches, and transportation. 
In fiscal 1958 the total amount of Johnson- 
O’Malley funds for the use of Montana school 
districts was approximately $0.5 million 
'(Table 5).
In some areas in the state there are large 
numbers of non-Indian children or children 
with less than one-fourth Indian blood re 
siding on tax-exempt Indian lands attending 
public schools. Reimbursement for the edu 
cation of these children is available under 
Public Law 874, passed by Congress in 1950, 
which provides for federal assistance for cur 
rent operating expenses to take the place of 
local revenues lost primarily because of the 
nontaxable status of federally-controlled land 
on which school children lived or their par 
ents worked. In fiscal 1958, Montana school 
districts received $107,000 under the pro 
visions of this law.
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TABLE 4
RECEIPTS FROM NATIONAL FORESTS 
EXPENDED ON FOREST ROADS AND TRAILS 





1955 _____    201,909
1954 ___________  221,704
1953 ________________ 200,127
1952 __________  131,940
1951 _______ _________ 82,757
1950 ________________ 100,275
1949 .........      82,824
1948 ________________ 78,334
’10 percent of total receipts from national forests 
in Montana.
Source: U. S. Departm ent of Agriculture, Forest 
Service, N orthern Region.
Public Law 815, also passed in 1950, author 
ized financial assistance for construction of 
school facilities needed to house increased 
school enrollments resulting from new or ex 
panded federal activities. Due largely to ef 
forts of the Montana State Department of 
Public Instruction and the Montana congres 
sional delegation, this law was amended to 
provide also school construction aid to needy 
school districts overburdened because of large 
numbers of pupils residing on non-taxable 
property, primarily Indian reservations. In 
fiscal 1958, $338,074 was paid to Montana 
school districts under this law.8
The total amount of money received in fis 
cal 1958 by the state of Montana for Indian 
education was $943,512. The bulk of these 
funds was distributed to school districts in 
approximately 12 counties; a small amount 
was used for administrative purposes.
Highway grants-in-aid Highway grants- 
in-aid to states are based partly on the 
amount of federal land in each state. Since 
1921, the various federal highway acts have 
provided for the federal government to pay 
a specified percentage of the total cost plus,
‘Other Montana school districts have received re  
imbursements under Public Law 815 as the result 
of federal activities, which have substantially in 
creased enrollments; i.e., districts in Flathead 
County during the construction of Hungry Horse 
Dam.
TABLE 5
FEDERAL FUNDS RECEIVED BY THE STATE 
OF MONTANA FOR THE EDUCATION OF 
CHILDREN RESIDING ON TAX-EXEMPT 








1958 $ 943,512 $493,089 $338,074 $107,349
1957 945,043 459,612 381,078 104,353
1956 1,367,223 400,800 894,010 72,413
1955 1,136,014 608,190 395,392 132,432
1954 649,298 292,793 331,000 25,505
1953 415,493 374,528 35,990 4,975
1952 389,082 389,082 0 0
1951 389,082 389,082 0 0
1950 519,512 519,512 0 0
1949 288,188 288,188 0 0
Source: Montana State Departm ent of Public In  
struction
in those states with unappropriated and un 
reserved public lands equal to more than 5 
percent of their total land area, a proportion 
of the remaining cost equal to the percentage 
that the area of such lands in those states is 
of the total area. Recently, non-taxable In 
dian lands have been included with the unap 
propriated public domain.
Montana does not receive more federal 
highway funds as a result of this provision. 
The amount of federal aid available to each 
state for primary, secondary, and urban high 
ways is fixed by formulas which consider 
such items as total area, total population, 
mileage of rural delivery and star mail routes, 
urban population, etc.; the amount for inter 
state highways is determined by the esti 
mated cost of completing the system. As a 
result of its high proportion of federal lands, 
however, the state is required to supply a 
lesser percentage of matching funds. Thus, 
under current provisions, while the normal 
matching ratio of state and federal funds for 
primary, secondary and urban highways is 
50-50, in Montana the ratio is 56.49 (federal) 
to 43.51 (state). Under the interstate high 
way program, the ratio for Montana is 91.3 
(federal) to 8.7 (state), rather than the stand 
ard 90-10. Substantial savings to the state 
result from these public land concessions. In 
calendar 1957, total contracts let by the state 
amounted to $2,868,682 for interstate high-
10
ways and $24,267,468 for primary, secondary, 
and urban highways.9 On the basis of the 
above ratios, savings to the state in the form 
of matching funds required by the federal 
government amounted to approximately $3.2 
million in that year.
It should be noted that highway grants-in- 
aid go to the state government for state high 
way programs; thus the extra funds received 
by public land states do not directly benefit 
county governments, though funds for county 
road programs may be larger by virtue of 
the availability of federal moneys for the 
primary and secondary systems.
Shared Revenues Versus 
Potential Taxes
How do shared revenues and related pay 
ments compare with potential property taxes 
on federal lands? Mention has been made 
above of the difficulties inherent in the as 
sessment of federal lands and the determin 
ation of fair tax rates. As a result, no com 
pletely reliable estimates of potential prop 
erty taxes on federal lands exist. However, 
Marion Clawson and Burnell Held, in The 
Federal Lands: Their Use and Management, 
present estimated property taxes on 26.8 mil 
lion acres of rural public lands, in Montana. 
Indian lands held in trust and urban lands 
owned by the federal government, plus a few 
rural holdings, 10 account for the remaining 
7.5 million acres of the total of 34.3 million 
acres of Montana lands under federal juris 
diction in 1948. The estimates are based on 
a National Education Association report as 
of that year.11 Estimated taxes for other years 
were determined by applying an annual in 
dex of taxes paid on farm property in Mon 
tana to the NEA data for 1948.
According to these estimates, which are 
only rough approximations, property taxes 
on 26.8 million acres of federal rural lands in
"Montana Highway Commission.
'"Approximately 860,000 acres under the jurisdiction 
of several m inor landholding agencies.
11 Status and Fiscal Significance o f Federal Lands in 
the Eleven W estern States, Washington, October 
1950.
TABLE 6
ESTIMATED PROPERTY TAXES ON 26.8 
MILLION ACRES OF FEDERAL RURAL LAND1 
IN MONTANA, 1948-1957 
Year E stim ated T ax
1957 _________________ $3,665,000
1956 _________________  3,525,000
1955 _________________  3,330,000
1954 _________________  3,240,000
1953 _________________  3,090,000
1952 _________________  3,165,000
1 9 5 1 _________________  2,950,000
1950 _________________  2,772,000
1949 _________________  2,725,000
1948 _________________  2,543,000
*Under the jurisdiction of the Forest Service, B u 
reau of Land M anagement, F ish and W ildlife Serv  
ice, National P ark  Service, and Soil Conservation 
Service (including land utilization projects). 
Source: Clawson, M arion and B urnell Held, The 
Federal Lands: Their Use and M anagement, 
The Johns Hopkins Press, Baltim ore, 1957, 
p. 469. 1956 and 1957 figures com puted in 
the B ureau of Business and Economic Re 
search, M ontana S tate University.
Montana would have amounted to $2.5 million 
in 1948 and to almost $3.7 million in 1957. 
(Table 6).12
Using these tax estimates, shared revenues 
plus related payments in 1948 appear to have 
been considerably less than the potential 
property tax revenue. While shared revenues 
plus forest road and trail funds13 amounted to 
only $650,000, estimated property taxes would 
have brought in $2.5 million. Since 1948, 
however, federal payments to the state have 
increased much more rapidly than have
'•'Clawson and Held express the belief th a t these 
figures are high. They note th a t the original 1948 
estim ate was prepared for the NEA by local as 
sessors and school people who natu rally  would be 
anxious to show how large the taxes from  federal 
lands would be. In  addition, no account was taken 
of the fact th a t a larger tax  base would resu lt in 
a lower tax  rate, if services rem ained the same. 
The use of an  index of taxes paid on farm  prop 
erty  also has added an upw ard bias to figures for 
la te r years. Much of the federal land in M ontana 
is tim ber land, and per acre taxes on tim ber lands 
have increased more slowly than  taxes on agri 
cultura l lands since 1948. (See M ontana State 
Board of Equalization Biennial Reports.)
‘"Funds in aid of schools, chiefly to districts w ith 
Indian students, are om itted because Indian lands 
are not included in the tax  estimates.
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property tax rates on rural lands. In 1957, 
shared revenues plus the forest road funds 
amounted to $2.9 million, with potential taxes 
estimated at $3.7 million. Thus the dis 
crepancy has been greatly reduced over the 
past decade. The prospect is that shared rev 
enues will continue to increase as manage 
ment of federal lands becomes more intensive.
Though shared revenues and forest road 
funds compare rather favorably with poten 
tial property tax receipts on a state basis, this 
does not mean that all local government units 
would fare as well. Shared revenues are not 
necessarily distributed among governmental 
units in the same manner as taxes would be. 
The choice of expenditure purposes might 
also be quite different in the two situations.
Nor does a comparison of shared revenues 
with potential tax revenues present the com 
plete picture. In the first place, benefits to 
state and local governments from federal 
lands are not limited to the revenues re 
ceived. The substantial savings to the state 
in highway matching funds (exceeding total 
shared revenues in 1957) have been men 
tioned. Frequently the federal government 
provides services on its lands which state and 
local governments might otherwise have to 
provide. The Forest Service, for example, 
not only constructs and maintains roads but 
is concerned with fire prevention and con 
trol, insect and disease control and recreation 
improvements. It is also true that a consid 
erable part of Montana’s economy is based at 
least partly on the resources of the federal 
lands; lumber, livestock grazing, and mineral 
production are examples. The state’s tourist 
industry would surely be much less important 
without Glacier and Yellowstone National 
Parks. Thus considerable taxable income 
is generated, and the private property tax 
base enhanced, by virtue of past federal in 
vestment in developing public lands.
On the other hand, personnel employed as 
a result of federal ownership and activities 
may require additional local services, thus 
increasing the cost of local government. 
School enrollments may be increased and the 
demand for municipal services may be 
greater as a result of federal personnel.
The ideal solution, according to one author 
ity, would be for the federal government to 
make payments to local governments equal 
to the net burden of costs which are due to 
federal activity. The added costs, as a re 
sult of the federal ownership or activity, 
would be carefully estimated, and against 
them would be set the costs borne by the 
federal government directly. The difference 
would represent a net cost to local govern 
ment of federal property ownership or activi 
ties in that area.14. Such estimates would be 
very difficult to make.
Numerous reports and studies of the prob 
lem have been made for the U. S. Congress. 
Among the most intensive was a study by 
the Commission on Intergovernmental Re 
lations, created by Congress in 1953.15 On 
the basis of its survey, the Commission 
recommended a broad system of payments in 
lieu of property taxes to state and local gov 
ernments. It designated commercial and 
industrial properties as the category on which 
payments were most urgent. The Commis 
sion did not believe that equity required in 
itiation of payments in lieu of taxes on prop 
erties held by the national government when 
their noncontributory status already had 
been integrated into the economic and fiscal 
patterns of the community. Therefore, it 
recommended that no in-lieu payments 
should be made on properties acquired prior 
to a specified cut-off-date; September 1939 
and July 1950 were suggested as the earliest 
and latest dates respectively. The major ef 
fect of the Commission’s proposals in Mon 
tana would be payments in lieu of taxes on 
federal power projects constructed after the 
cut-off date.
To date no action has been taken by the 
Congress on the Commission’s recommenda 
tions. Certainly the need exists, however, 
for a more rational method of compensating 
for the presence of federal lands and property 
which result in a burden on local govern 
ments.
14Clawson, Marion, Uncle Sam’s Acres, New York, 
Dodd, Mead, & Company, 1951, pp. 343-4.
15Payments in Lieu of Taxes and Shared Revenues, 
Washington, June 1955.
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The Cooperative Study of Multiple Use of Natural Resources 
In the North Fork of the Flathead Valley
ARNOLD W. BOLLE 
Associate Professor, School of Forestry 
M ontana State University, Missoula
The northern Rocky Mountain states have 
for many years been an important source of 
raw materials—timber, minerals, livestock 
and other agricultural products—for the na^ 
tion. They are the watershed for several 
great rivers. They also have the mountains, 
streams, and lakes, the summer climate and, 
above all, the space to make them a mecca for 
summer travellers. National trends toward 
rising income and population, greater mo 
bility and leisure time, and a healthy taste 
for the outdoors promise to bring this area a 
travel boom which will be a major source of 
its income.
Much of the land in these states is publicly 
owned and administered by several state and 
federal agencies. Since these public lands 
play a critical role in the development of the 
region, agency policies can enhance or inhibit 
development. Private and public lands are 
intermingled in complex patterns making ad 
ministration difficult and coordinated plan 
ning essential.
Increasing use brings conflict between uses. 
The history of the West recounts many past 
conflicts in land use, or at least between land 
users. But the conflict recently developing 
between recreation and other uses of land is 
of greater scope and significance than any 
thing in the past. It has added a whole new 
dimension to land planning and administra 
tion. On what basis can these problems be 
solved? Is it necessary to hold the develop 
ment of recreation at a level which will not 
reduce the present or potential level of other 
uses, or is it possible to develop a system for 
maximizing the return from all or several 
uses?
The cooperative research study in the North 
Fork of the Flathead Valley has been under 
taken by Montana State University and Har 
vard University in cooperation with the For 
est Service, the National Park Service, the 
State Forester, the State Fish and Game De 
partment, and local agencies in order to de 
velop a model which can be used in analyzing 
such problems. This area was selected after 
a field review of the region because it ap 
peared to be most representative of many 
similar areas throughout the West where the 
problem of multiple land use on complicated 
public-private ownership patterns is crucial. 
Other problem areas in Montana which were 
examined and to which the results of the 
North Fork study will apply include Gallatin- 
West Yellowstone, Northeast Yellowstone- 
Red Lodge, Bitterroot Valley, Lewis and 
Clark Highway, and the Swan-Clearwater- 
Blackfoot Valley. Similar problem areas can 
be found throughout Montana and the other 
northern Rocky Mountain states. The study 
was initiated as a case problem for use in the 
seminar in Land Use and Conservation of the 
Littauer Graduate School of Public Admini 
stration, Harvard University, and was de 
signed to provide a further test of an analyti 
cal method developed by the seminar. Mon 
tana State University, acting as coordinator of 
the study, is in charge of data collection. The 
University is interested in the case study as a 
source of material for courses in the natural 
resources as well as opportunities for field 
research and graduate study. The Forest 
Service, the National Park Service, and other 
agencies collecting data for the study are in 
terested in it not only as a pattern for the 
analysis and solution of an increasing num 
ber of similar problems facing them through 
out the West, but also as the basis for the 
advanced study and training of their em 
ployees.
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The program is now in its second year. The 
Forest Service and Park Service have com 
pleted the land inventory of present and po 
tential recreation areas, and the Forest Ser 
vice has recently revised the timber manage 
ment plan for the national forest. Question 
naires for study of the recreational use have 
been developed and tested. As a basis for 
analyzing and resolving multiple use conflicts, 
a study has been made of the resources of the 
area, together with the development, organi 
zation, and interrelationships with the com 
munity of the industry dependent on these 
resources.
The Basis of Multiple Use*
The North Fork study is concerned with 
establishing a basis for determining the opti 
mum multiple use of public lands where 
timber and recreation are the primary pro 
ducts demanded by society. The problem 
under consideration here is the management 
of a land area which produces a flow of pro 
ducts for society. The objective of public 
management is to maximize the returns to so 
ciety over time. The solution involves a com 
plicated interplay of physical, social, econo 
mic, and political forces involving different 
time preferences and facing different degrees 
of uncertainty. Therefore, the answer lies 
not in establishing a static equilibrium but 
rather in setting in motion a procedure for 
continuing decision-making.
The analysis considers first the physical 
and biological conditions, not as determining 
what should be done but as prescribing the 
limits of what is possible. Within these limits, 
it is then necessary to determine what is de 
sirable from the standpoint of society for the 
present and the foreseeable future. The pat 
tern of institutional arrangements which 
has developed needs to be understood in re 
lation to the various uses and needs to be 
satisfied and to the way these arrangements 
will affect and be affected by change. Finally, 
the relationships of the administrative agen 
cies to the land and its uses, to the industries
♦From a doctoral thesis recently subm itted to H ar 
vard  University.
and communities, and to each other must be 
recognized as important factors in the success 
of multiple use. The problem is to coordin 
ate all interests.
Land produces a variety of commodities. It 
provides space and certain chemical and 
physical combinations of elements. In re 
sponse to the natural conditions within which 
it exists, it produces certain combinations of 
animal and plant life. While the life pro 
cesses in any biotic community are at best 
only partially understood, there are a variety 
of interrelationships and natural processes 
which must be taken into account when deal 
ing with land, since the disturbance of one 
part of the landscape may cause changes in 
other parts. For example, the cutting of an 
area of forest changes the microclimate, per 
mitting greater temperature variation and 
changes in moisture relationships. Lowering 
of the water-holding capacity may result in 
faster run-off of precipitation, which may in 
turn lead to higher peak flows in the valley 
streams. If the cutting of the forest disturbs 
the area sufficiently, it may lead to soil 
movements from the mountain slopes and 
silting of the lower stream channels, which 
would reduce the productivity of the uplands 
and diminish use values in the lowlands. 
Failure to understand the sunlight require 
ments for forest reproduction might lead to 
the use of harvest methods such as selection 
cutting which, though fully protecting the 
watershed, would not provide for the estab 
lishment of reproduction and would be costly 
to society in lowered future timber produc 
tion.
There is a tendency among some natural 
science-oriented land administrators to think 
of the management of a given land area pri 
marily in terms of its biological potential and 
to set as the goal of management the attain 
ment and maintenance of a “balance of na 
ture,” which is assumed to represent the 
highest use of the land. From this point of 
view multiple use becomes a static concept 
based on an equilibrium of the natural en 
vironment. Natural resources are considered 
to have identity and meaning by virtue of
3
their own inherent qualities. According to 
this theory, the terms of land management 
are dictated by natural conditions, and man’s 
use of resources must be of the kind and de 
gree which most nearly maintain the natural 
equilibrium. Nature, in this case, is the de 
termining factor, and man must make the 
necessary adjustments in his use of resources.
A more realistic approach recognizes that 
the natural equilibrium on the whole is not 
attainable within any reasonable planning 
period, and that the usual condition of the 
natural world is disequilibrium. The admini 
strator is consequently faced with a range of 
uncertainties. Man has to some extent freed 
himself from utter dependence on the na 
tural environment, which is far more flexi 
ble than is often presumed. While the na 
tural environment does in fact, set certain 
limits on man’s actions, within these pre 
scribed limits his use of resources is deter 
mined by the need to satisfy his many wants. 
According to this concept, resources derive 
their meaning from man’s need for them, not 
from their mere physical existence. A re 
source, therefore, might be defined as “a sub 
stance or force with a predictable human 
need.”1
While the demand for the resources from 
an area of land will be influenced by the na 
tural endowment of the land, it may affect 
at any one time either all or only part of the 
resources available. At one period a forest 
area may be needed only for watershed pro 
tection; at another time it may also be needed 
for timber production. At still another time 
it may be needed for the fullest possible use 
in recreation, grazing, forest products and 
watershed protection. The comparative value 
of these resources may change over time as 
the demand for different products increases 
or decreases.
The use of natural resources to meet hu 
man need usually requires a combination of 
other resources. Capital and labor in various 
forms must usually be added to the natural
1̂ -* Ayers Brinser, Annual Reports, Conservation and 
Land Use Seminar (Cambridge: H arvard Univer 
sity Press, processed, n. d.).
resource, land, to produce needed commodi 
ties. This investment may take the form of 
equipment and labor to build roads, to har 
vest the timber, to manufacture lumber and 
to transport it to the market; it may take the 
form of roads, campsites, trails, signs, and 
the like needed for recreational use of the 
area; it may take the form of livestock, fen 
ces, or trails to transform the forage into 
meat, hides, and wool. And it may appear 
in all these forms and others in combination. 
Such investments may serve more than one 
use of the land or provide for several uses 
simultaneously, bringing returns from each 
in varying amounts.2 There are many pos 
sible combinations of use relationships, which 
may be supplementary, complementary, or 
conflicting, and these relationships will vary 
in turn with the relative degree of use.
Natural resources are considered to be a 
part of the social capital which provides the 
flow of goods and services on which our level 
of living depends. Man’s need continues over 
time, and the unique objective of public man 
agement is to provide this flow of goods and 
services to meet present as well as predictable 
future need.
Development of the resource to meet de 
mand for one product may affect not only 
present demand for other uses of the re 
source, but also the same demand or other 
demands in the future. Cutting of timber 
which causes flooding and silt deposits in 
lowlands reduces the possibility for recrea 
tional development or makes the development 
more expensive. Timber harvest which leaves 
unrestocked land reduces the future supply 
of timber and may therefore make future 
timber supply more costly. These external 
diseconomies are found frequently in the use 
of natural resources, largely “because of 
institutional factors associated with a free 
enterprise economy.”3 The objective of pub-
8G. Robinson Gregory, “An Economic Approach to 
M ultiple Use,” Forest Science, I, No. 1 (March, 
1955), pp. 6-13.
‘Edward S. Mason, “The Political Economy of Re 
source Use,” Perspectives on Conservation (Balti 
more: Johns Hopkins Press, 1958), p. 173.
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lie management in the long run becomes a 
matter of “minimizing the cost or amount of 
inputs necessary to produce the outputs re 
quired to meet predictable demand.”4
A certain pattern of use develops between 
the users and the resource. Once established, 
this pattern of use may not only create cer 
tain frictions which reduce efficiency but 
also produce commitments to certain types 
of use. The historical configurations of set 
tlement, industrial development, and trans 
portation route prescribe a certain order 
of use. In the area studied, settlement was 
restricted to the valley bottoms; the govern 
ment retained ownership of the mountain 
lands. Part of the public lands was establish 
ed as national forest and part as a national 
park. The public lands were thereby com 
mitted to prescribed uses.
The national parks are dedicated by con 
gressional act to the preservation of the 
scenic values for public enjoyment. Develop 
ment is limited to that needed for protection 
and administration and to meet changing 
needs for the comfort and convenience of the 
public. The national forests are administered 
to produce a variety of products for society. 
Timber, water, range, wildlife and scenic 
values must all be considered in management 
to provide a sustained flow of goods and ser 
vices contributing to the economic stability 
and the welfare of the community and the na 
tion. Development must meet changing de 
mand over time for all uses.
After construction of the railroad provided 
transportation to markets where lumber was 
in demand, a prospering timber industry de 
veloped in the Flathead Valley. At the same 
time a tourist industry grew up to provide the 
services demanded by the tourists attracted 
from considerable distances to Glacier Na 
tional Park.
At first the timber industry met its supply 
needs from the more accessible private lands, 
but it moved into the Flathead National 
Forest as demand increased and as the timber
supply on private lands became depleted. 
Technological development helped to make 
the mountain timber accessible economically 
as well as physically. At first there was an 
ample supply of resources to meet the demand 
of the timber industry as well as that of 
recreation. But as both of them grew at a 
geometric rate, frictions in use began to be 
felt.
At present there exists a large timber in 
dustry with headsaw capacity in excess of 
the computed sustainable cut for the timber 
lands. This poses the problems of regulation 
of the supply and of retrenchment in the in 
dustry to prevent over-use of the resource 
leading to more drastic restrictions in the 
size of the industry and to a depleted resource 
supply, reduced industrial activity, waste of 
community investment, and unemployment.5
The recreation industry is growing faster 
than the timber industry grew during the 
booming postwar period. The potential use 
of the area for recreation is unknown and at 
present unpredictable. The industry appears 
to offer a considerable opportunity for the 
economic growth of the community, but in 
creased growth will bring increasing con 
flict with timber use. Some of the expand 
ing growth of the recreation industry may 
have to come at the expense of the timber in 
dustry. It will be important for the com 
munity to know how much income it may 
have to sacrifice from timber resources in 
return for an increasing recreation industry. 
On the other hand, it may be possible, if the 
alternatives are fully explored, to plan the 
development so as to resolve the conflict and 
maintain the timber industry at a level con 
sistent with an optimum allocation of re 
sources and also to gain the full advantage 
of an expanding recreation industry.
Recreational development also r e q u i r e s  
planning. Too often it just grows, like Topsy, 
accommodating only the most urgent present 
needs and concerned only with what the 
market will bear and what will bring the
fti
4H. Ayers Brinser, op. cit.
5
°K. W illiam Kapp, The Social Cost o f Private E nter 
prise (Cambridge: H arvard  U niversity Press, 1950).
quickest immediate return for the least possi 
ble investment. Recreational development 
may occur indirectly as an unplanned adjunct 
to timber development. As a consequence, 
the potential is not fully realized and the 
community does not gain the maximum bene 
fits. Recreational demand is difficult to de 
termine. Present demand is not known and 
future demand is largely unpredictable. Very 
little quantifiable data are available and fu 
ture projections are difficult because change 
in taste plays an important part in recrea 
tional use. The rapid expansion of recrea 
tional use and the unpredictable changes in 
use trends in this area make planning uncer 
tain. If uncertainty creates any requirement, 
it is for a high degree of flexibility. Planning 
should include the question of how much 
public taste can and should be influenced to 
meet the National Park Organic Act require 
ments, and not merely consider the predomi 
nant pattern of highway travel and roadside 
stops.
It might be possible to develop a pattern 
which would bring a maximum use and rate 
of return to the community from the two pri 
mary industrial uses. This pattern would in 
volve economic equilibrium based on a certain 
balanced use of the resources. It envisions a 
static relationship between the industry and 
the resource. But this relationship would de 
pend on an equilibrium in the flow of supply 
from the resource as well as in the demand 
for the products of the two industries, and 
such an equilibrium is not a present proba 
bility.
While the timber industry as a whole ap 
pears to be a fully developed and therefore a 
stable sector of the local economy, it is actual 
ly faced with a wide range of fluctuations 
because of the erratic cyclical movements in 
demand, which have marked effects on the 
structure of the industry locally, as well as 
with a range of uncertainties in technology 
and supply. The industry is composed of 
plants of many sizes. Entry into the small 
mill industry is easy but entry into the large 
mill industry is not. There is also a wide 
range in the planning horizons of individual
mills and classes of mills. While the industry 
is fiercely competitive in some aspects, it ex 
ploits monopolistic elements in others. The 
agencies which administer public forest lands 
have considerable influence over the compe 
titive structure of the industry by the man 
ner in which they sell the public timber. Ef 
ficient extraction of the timber and lumber 
manufacture depends on the command of 
large amounts of investment capital. Con 
siderations of efficiency and multiple use 
may cause government to favor firms which 
have this advantage, and while such deci 
sions may encourage fuller development of 
the timber resource and the economic stabil 
ity of the community, they can create con 
centrations of power which violate the ac 
cepted standards of competitive performance 
in the market.
Certain dependency relationships have de 
veloped between the industry and the com 
munity, between the industry and the land 
management agencies, and between the 
agencies and the community. The community 
depends on the industries, which in turn de 
pend on the resources administered by the 
public agencies. In the past, these relation 
ships have been rather clearly defined. The 
Forest Service and the State Forester man 
aged their lands primarily for the timber re 
source; hence their relationships have been 
primarily with the timber industry. Although 
there was some recreational use, it was of 
minor importance. Maintenance of water 
shed values was another concern of the Forest 
Service, which accordingly placed certain re 
strictions on the use of the timber resource. 
The objective of the public agencies has been 
to practice sustained yield management to 
provide for a stable industry. The achieve 
ment of this objective has been complicated 
by the changing cyclical demand for timber. 
Investment for development by the public 
agencies is required to assure a continuing 
supply of timber for industry.
The community is dependent on the level 
of public investment for resource develop 
ment not only for the generation of taxable 
resources and growth, but also for the
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twenty-five percent of national forest income 
which is returned to the local county trea 
sury. The community has, therefore, a direct 
interest in management which will maintain 
the flexibility of the resource in order to 
meet changing demand over time. Public 
management of the forest results in stability 
for the industry. The twenty-five percent 
return to the county is even more stable than 
the return from industry. The stability of 
both brings a high level of certainty to the 
county. The administration of the Forest Ser 
vice must take into account the returns from 
both use and taxes.
The National Park Service has been con 
cerned almost exclusively with the recreation 
industry and with the development of the na 
tional park to accommodate the increasing 
number of visitors. Regular public invest 
ment is required to take care of the grow 
ing number of visitors, and greater invest 
ments will be required in the future if they 
are to be accommodated. Private invest 
ment is also expanding to meet the tourist 
demand on private land both outside and 
inside the park boundaries. Many commer 
cial enterprises in the valley communities en 
joy an increased business because of the tour 
ists attracted by Glacier National Park. This 
income generates a higher level of services in 
the community than would otherwise be pos 
sible.
A new road development in the North Fork 
will precipitate the Forest Service into the 
recreation industry. There will be a sudden 
and extensive change in the use of the area. 
The national forest, which has been used 
almost exclusively for timber, will now be 
used extensively for recreation as well. The 
change in land use will greatly alter the re 
lationships of the agencies to each other, to 
the supporting industries, and to the com 
munity.
Conflicts in use are imminent. These might 
lead to reductions in use for either timber 
or recreation or for both. Careful planning 
may be able to resolve the conflicts. The al 
ternatives must be explored to determine 
the nature and extent of the investment re 
quired from the various agencies and its pos 
sible consequences in order to arrive at the 
optimum solution to the problem as now un 
derstood. But these relationships will change 
as one or the other use changes. There is no 
likelihood of achieving an equilibrium. In 
view of continuing and uncertain degrees of 
change, plans will have to be re-evaluated 
continually and solutions will be partial. Ad 
justments must be made as the need arises.
There will no longer be a clear-cut division 
of function between the forest agency and 
the recreation agency; both are now involv 
ed in the recreation industry. The actions of 
the forest agency in regard to the forest in 
dustry will now involve the recreation 
agency, and vice versa. Each has a part in 
the planning, development, and use of land 
for recreation, which is now closely interre 
lated with the timber use.
The problem is beyond the ability of any 
one agency to solve. It affects and involves 
all agencies as well as the industries and the 
community. It is not likely to be solved by 
the independent decisions ajnd actions of 
individual interests. A new relationship is 
required which will permit participation of 
all interests if the best solution is to be found 
and put into effect. Such a solution will re 
quire cooperative planning and action so that 
the combined individual actions will result in 
a satisfactory program. It will require con 
tinuing evaluation of alternatives to arrive 
at continuing partial solutions.
This is the basis for determining multiple 
use. The interrelationship of the physical 
resources is only one area of concern; it mere 
ly indicates the range of physical possibilities. 
The basic problem is created by the use of 
these resources by a number of operating 
units. These units must make a series of 
investments and adjustments in their use of 
the physical resources to provide a range of 
products and satisfactions. Moreover, these 
products are not merely a group of comple 
mentary and supplementary goods; returns 
from them are intimately connected with 
changes in techniques, taste, and institutional 

















December ....... 111.4 112.9 120.0 123.6
1959
January  ____ 107.5 114.0 109.1 129.1
February ....... 106.6 114.4 109.1 129.1
M a r c h _______ 107.6 115.1 107.3 131.8
April ................ 111.7 115.6 107.3 128.5
May .............. .. 114.8 114.3 120.0 124.4
J u n e ________ 118.5' 113.8' 132.7* 119.3
Ju ly  ..... ............ 118.0 112.4 136.4 120.6
August ______ 119.8 112.8 138.2 118.5
S e p te m b e r___ 111.9 106.5 127.3 109.4
October .......... 112.4 109.4 134.5 123.0
November ..... 109.9 109.0 127.3 122.0
December ..... 108.9** 110.2** 120.0** 124.1**
1960
January  . 105.2* 111.6* 120.0* 140.8*
Carloadings*
Total N onagricultural 
Unadj. Adj. Unadj. Adj.
1958
December ..... 139.6 142.2 142.8 140.3
1959
January  ____ 121.6 148.6 136.9 147.8
February ___ 117.7 154.2 142.5 155.1
March ......... 114.2 137.1 137.8 152.8
A pril „ — 119.6 135.4 146.1 151.1
May ________ 131.5 142.9 153.1 150.0
June ................ 129.3 132.1 153.4 146.5
Ju ly  ................. 134.5 139.2 157.7 149.8
August ........... 108.9 99.1 107.4 104.3
September __ 72.0 62.2 45.9 43.1
October .......... 83.3 65.7 41.4 40.3
N ovem ber....... 83.4 73.8 43.8 41.6
D e cem b er___
1960 
J a n u a ry _____
64.6 65.9 38.9 39.7













94.4 98.1 109.6 107.3 91.1 89.1 104
92.6 94.4 102.7 101.6 90.1 90.1 100
94.4 96.3 98.6 107.0 92.1 93.1 89
96.3 97.8 100.0 107.2 92.1 92.1 96
98.1 97.8 102.7 108.0 92.1 91.0 129
100.0 101.9 104.1 108.0 92.1 91.4 149
101.8 100.3 101.4' 105.2 93.1 89.7 162
107.4 102.6 102.7 102.4 92.1 93.6 170
105.6 100.4 104.1 103.3 92.1 93.9 166
51.8 51.3 100.0 98.5 50.5 51.3 154
51.8 51.7 116.4 102.7 50.5 51.7 133
50.0 51.0 116.4 109.0 48.5 47.6 116
53.7** 55.8** 104.1** 102.0** 47.5** 46.8** 103










178.9 176.2 85.7 84.4 315.8 314.9 207.
166.6 166.8 67.8 74.9 319.8 318.8 188
177.5 181.3 87.7 82.0 325.8 324.5 169
185.0 183.5 65.0 65.1 331.0 331.0 181
196.5 188.8 64.8 49.6 321.4 323.3 186
173.3 176.6 92.8 78.9 310.9 311.8 177
176.4 178.5 92.3 84.2 331.0 323.9 192
184.4 199.6 107.3 130.8 341.9 339.9 191
110.5 119.7 44.4 53.6 332.3 337.0 188
0.0 0.0 0.0 0.0 338.3 340.0 202
0.0 0.0 0.0 0.0 329.8 332.1 204
0.0 0.0 0.0 0.0 327.4 329.7 209
0.0 0.0 0.0 0.0 338.3 338.3 200
186
Adj.—Adjusted for seasonal variation.
1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- 
month.
U nem ploym ent Compensation Commission of Montana. Number of work applicants a t end of month. 
C om puted  from kilow att hour sales of M ontana Power Company, M ontana-Dakota Utilities Company, Pacific I 
users for consumption w ithin Montana, reduced to hourly average kilow att hours per month.
4Computed from reports of Board of Railroad Commissioners of the State of M ontana, comprising total-carload 
•Computed from reports of U. S. Bureau of Mines. Daily average. 1959 figures revised.
•Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from  banks in 16 Montana co 
•Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
•Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 departm ent an 
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Sc Loan ance Comm. Dept. Store P r ic e s
Total A ssocs. Cos. B anks Others Sales0 L ivestock Crops
($1,000) ($1,000) ($1,000) ($1,000) ($1,000) UnadJ. AdJ. UnadJ. UnadJ. 1958
6,785 2,216 547 2,754 1,268 211.8 127.4 108.0 75.0 _______December
1959
5,741 1,777 71 2,457 1,436 81.4 130.2 107.0 73.0 _________________  Jan u ary
5,222 2,168 264 1,885 905 83.8 130.5 106.0 74.0 ................ F ebruary
N A . N.A. N.A. N.A. N A . 108.9 135.8 106.0 74.0 ....................  M arch
7,711 3,107 316 2,680 1,608 119.7 125.5 109.0 73.0 ....................  April
7,222 2,885 223 2,939 1,175 121.9 124.9 108.0 76.0 .......................  May
7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 ____________________ June
6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 .....................................Ju ly
6,731 2,198 476 2,667 1,390 147.4 129.9 106.0 77.0 __________________ August
6,212 2,388 205 2,458 1,161 132.2 122.6 106.0 75.0 ............Septem ber
6,771 2,105 418 2,658 1,590 138.4 124.0 101.0 77.0 __________________ October
4.450 1,132 341 1,844 1,133 140.3 118.4 95.0 78.0 _______________ November
205.5 123.6 94.0 79.0 . DecemberI960
___________ January
—Prelim inary 00__-Revised
me wage and salary w orkers who w orked or received pay during the day period ending nearest the  15th of the
& Light Company, Bonneville Pow er A dm inistration, and the  B ureau of Reclamation to commercial and industrial
fr ght loaded a t M ontana points. Daily average. N onagricultural carloadings revised.
® Daily average, 
tores in M ontana. Daily average.
A djusted  for  seasonal variation: This m eans that in tra-annual rep eti 
tiv e  fluctuations in  the business ind icators occasioned by the e ffec ts  of 
clim ate, custom  and convention  have been  a llow ed for statistically . 
For a m ore com plete discussion  see  the Septem ber 1957 issu e o f  M ontana  
B usiness R eview .
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T ransportation  
Jtr U tilities Trade G overnm ent
A pplicants3
(N u m ber)
E lectric Pow er  
Consumption*
UnadJ. AdJ. UnadJ. AdJ. UnadJ. AdJ. UnadJ. AdJ. u n a a j. AOJ. 1958
85.9 87.3 108.0 105.3 141.2 143.6 17,127 14,108 191.8 193.7 ____December
1959
85.0 88.6 99.7 106.7 139.3 143.2 20,350 13,223 189.2 184.8 ______Jan u ary
85.0 88.6 99.4 107.7 138.5 142.3 21,802 13,173 204.8 191.9 __  February























92.3 90.1 108.6 105.4 146.3 140.4 11,049 13,742 201.4 195.5 June
93.2 89.1 108.9 105.1 137.0 134.4 7,792 11,896 203.1 214.0 . Ju ly
92.3 88.8 109.7 103.8 143.6 142.5 7,777 15,370 182.3 187.6 ..............August
90.0 87.5 107.5 102.6 144.7 142.8 8,802 17,818 140.0 142.8 ____ Septem ber

























143.0 151.5 ____ November
_____ Decem ber
1960 
______ Jan u ary
(Continued from page seven) 
arrangements. Thus in the case studied here, 
the problem requires analysis of interdepen 
dent resource use by a group of interdepen 
dent operating units, public and private, 
which are committed to managing the land 
resources of the North Fork of the Flathead
River region to produce an interdependent 
group of products: timber, water values, rec 
reation, and community stability. The multi 
ple use problem thus becomes the problem 
of scheduling investment to produce the flow 
of goods, services and satisfaction required 
to meet society’s changing needs over time.
LOCAL BANK DEBITS 
(1947-1949 =  100)
B illings B utte  G lendive G reat Falls K alispell M alta M iles C ity M issoula
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1958
N ov. ._  251.3 229.5 139.0 140.4 257.9 214.2 181.4 177.0 170.1 160.5 180.2 148.6 209.2 153.6 197.2 200.4
D ec. - _ 264.7 246.5 152.1 140.4 238.0 213.6 187.6 180.7 169.0 159.6 182.0 150.0 173.8 149.5 223.8 209.5
1959
Jan. _ _  226.6 229.1 131.2 133.2 212.3 202.9 186.1 173.6 166.5 168.0 151.1 146.2 146.6 146.4 202.2 210.2
F e b .__.... 209.7 232.2 120.7 128.6 190.7 206.1 160.8 175.4 160.6 177.6 119.6 140.0 121.8 148.0 189.7 222.1
March .... 226.8 237.5 143.5 138.8 200.9 207.5 163.7 181.5 155.6 183.3 124.0 146.4 133.3 154.8 215.2 224.4
A pril „ ... 233.4 244.9 136.3 140.2 224.6 228.0 172.2 185.0 159.2 197.8 145.6 164.1 135.0 153.6 238.9 252.8
M ay __... 212.7 240.1 135.4 148.8 215.6 242.8 167.0 191.1 160.2 171.0 134.2 150.1 122.5 144.6 216.8 230.6
June 232.0 238.9 146.8 133.1 219.1 228.2 176.5 181.2 181.2 174.1 140.5 135.2 131.2 144.0 248.2 235.9
July  _ ... 224.8 229.8 142.0 146.1 203.2 222.8 169.6 175.0 181.7 168.6 128.6 154.7 139.6 168.8 270.3 267.9
August 230.9 240.3 128.0 141.1 222.6 254.1 179.1 186.4 205.0 184.7 133.1 164.7 139.7 165.9 244.1 240.0
Sept. .... 250.4 232.1 126.1 121.4 228.6 248.7 191.3 163.8 224.2 203.3 146.4 131.8 175.2 162.7 257.0 229.5
Oct. . 261.1 225.3 125.5 117.4 241.1 196.5 186.3 160.6 195.9 183.4 169.7 130.7 228.1 162.7 248.0 226.5
Nov. _  274.0 251.4 119.1 120.7 289.8 241.5 189.2 184.6 179.3 169.5 223.3 186.4 256.7 187.5 245.3 251.1
D ec. _ .... 263.4 244.3 121.4 111.8 230.4 207.0 179.8 171.9 179.4 169.2 170.6 140.5 207.8 179.0 244.2 227.4
Adj.—A djusted  for  seasonal variation
C om p u ted  from  reports o f Federal R eserve B ank o f M inneapolis. D aily  average.
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RAILROADS—THE MONOPOLY THAT USED TO BE
RICHARD SPANGLER 
A ssistant Professor, D epartm ent of Economics 
M ontana State U niversity, Missoula
In this day and age our techniques for do 
ing things change rapidly. Unfortunately, our 
ways of thinking seemingly c a n n o t  be 
adapted to these changes with sufficient 
fluidity to escape serious misallocation of re 
sources in our economy. So much attention 
has been focused on our progress in finding 
better ways to make goods that parallel pro 
gress in finding more efficient ways to trans 
port goods has gone largely unnoticed. At 
least our habits of thinking about the trans 
portation of goods have thus far prevented us 
from making the proper adjustments to the 
engineering advances which the last two or 
three decades have brought in the field of 
transportation. The primary sufferers from 
this lack of adjustment in our thinking are 
the railroads and the people dependent upon 
them, but the penalty for continued mistakes 
must soon be borne by the whole economy 
rather than by a group composed of railroad 
managers, laborers, and stockholders and sup 
pliers of the railroad industry.
In a recent article in The Reporter maga 
zine entitled “When Trains Were Really 
Trains,”1 Oliver LaFarge has analyzed the 
changes in the railroads from a sentimental 
viewpoint. The purpose of the present article 
is to analyze the economic effects of these 
changes. Sentiment is notoriously deficient as 
an aid to the solution of economic problems. 
To see the predicament of the railroads one 
must now broaden his view to cover the whole 
transportation industry, not just the part 
which once constituted the whole. Techno 
logical developments in air, water, and motor 
truck transportation have changed the rail 
roads from a virtual monopoly over inland 
transportation to a surprised competitor for 
whatever business can be retained in the 
brave new world of transportation. This 
transformation has occurred with such sud 
denness that the railroad companies, the gov 
ernmental regulatory agencies, and the rail 
way labor unions are enmeshed in a tangle of 
obsolete ideas carried over from the monopoly 
period.
The result of all this is that, measured by 
any criterion, the present situation of the rail 
roads verges on the desperate. In 1948 the 
railroads carried about sixty percent of all 
intercity freight traffic; by 1958 their share 
had dropped to about forty-five percent.2 
Table I shows that the decline in employ 
ment is no less striking. In 1950 the Class I 
railroads of the United States had an average 
of 1,220,784 employees, but by 1958 this figure 
had fallen to 840,575. The preliminary esti 
mate for August 1959 is 819,626 employees 
compared with 1,006,536 in August of 1957.3
The plight of the railroad stockholder is 
little more encouraging. The rate of return 
on investment for the industry in 1958 was 
only 2.76 percent, and the high for the last 
ten years (Table II) was only 4.28 percent. 
The inadequacy of this yield can be seen by 
comparing it with the current yield of nearly 
5 percent on U. S. government bonds. 
Taken all together these figures show the pro 
file of a declining industry—one that is de 
clining in a period of substantial growth in 
the economy as a whole. With the loss of 
business to competing modes of transporta 
tion, the railroads are suffering from a bad 
case of overcapacity. In the West and South, 
where industry and population are growing 
most rapidly, the roads are managing to show 
profits, but in the Northeast most of them are 
either showing deficits or barely breaking 
even.
Many a present-day railroad man probably
2A  Review  o f Railway Operations in  1958 (W ashing 
ton, D. C., Association of Am erican Railroads, 1959), 
p. 41.
8Railway Digest, October, 1959, p. 16.
11
’October 1, 1959, pp. 35-37.
TABLE I
EMPLOYMENT AND HOURLY EARNINGS IN 
THE RAILROAD INDUSTRY, 1940, 1945, 
AND 1950-1958
Year
A verage  
Num ber  
of Em ployees
A verage  
Straight Tim e 
H ourly Earnings
1940 .............. .........  1,026,956 $0.77
1945 _______ ____  1,420,266 0.97
1950 _____________ 1,220,784 1.65
1951 ............ .. . 1,276,000 1.84
1952 ............ . 1,226,663 1.94
1953 ____________  1,206,312 1.99
1954 .. . .. 1,064,705 2.05
1955 ____  1,058,216 2.08
1956 ................____  1,042,664 2.25
1957 ____  986,001 2.42
1958 ___  ... 840,575 2.61
Source: A  Review  o f Railway Operations in  1958, 
Association of American Railroads, p. 14.
wishes that the railroads had never held a 
monopoly position in transportation, for most 
of their present handicaps are directly trace 
able to the days when they had the field to 
themselves. The heaviest millstone around 
their necks today is regulation by the Inter 
state Commerce Commission and similar state 
commissions which control intrastate ship 
ping. Federal regulation began with the In 
terstate Commerce Act of 1889 and was gradu 
ally made more stringent by subsequent 
legislation culminating in the Transporta 
tion Act of 1920. Such regulation was obvi-
TABLE n
NET RAILWAY OPERATING INCOME AND 
RATE OF RETURN ON INVESTMENT
1949-1958
Rate o f Return  
N et R ailw ay on Investm ent 
Operating A fter
Incom e D epreciation
Year ($ m illions) (percent)
1949 _____________   686 2.88
1950 _ _____________  1,040 4.28
1951 _ _____________  943 3.76
1952 ----------------------  1,078 4.16
1953 -- -------------------- 1,109 4.19
1954 ----------------------  874 3.28
1955 _______________ 1,128 4.22
1956 -----------   1,068 3.95
1957 _______________ 922 3.36
1958 ----------------------  762 2.76
Source: A  Review of Railway Operations in 1958, 
Association of American Railroads, p. 20.
ously imposed to prevent the railroads from 
abusing their monopoly power.
The first concern of the public in regulating 
a monopoly is to prevent the monopoly from 
making excessive profits by charging high 
prices for its service to the public. Accord 
ingly the commissions have been given the 
power to set the maximum rate allowable 
for hauling a given commodity between two 
points. Setting maximum rates indirectly de 
termines the rate of return on the invest 
ment of the railroad companies. The second 
major concern of the public is to prevent un 
due discrimination by the monopoly on the 
basis of location. That is, the carrier might 
charge much more for shipping the same 
commodity from city A to city C than he 
charges for shipping it the same distance from 
city A to city B if he has competition in ship 
ping to B but no competition in shipping to 
C. Of course the competition might be either 
another railroad serving B or another mode of 
transportation such as water carriage. Ac 
cordingly the ICC was also given the power 
to set minimum rates to prevent undue dis 
crimination in favor of certain cities and to 
prevent shipping below cost in order to 
destroy a weaker carrier.
In the monopoly days, the maximum rates 
were far more important. Generally speak 
ing, rates were scaled according to the value 
of the commodity shipped as well as the dis 
tance involved. Speaking more precisely, the 
attempt was to set the rate on the basis of 
the difference between the value of the ship 
ment at the point of destination and its value 
at the point of origin, i.e., according to the 
value added to the shipment by hauling it 
from the point of origin to the point of desti 
nation. Usually the value added per ton to a 
high-value shipment (women’s clothing) is 
greater than that added to a low-value ship 
ment (iron ore); high-value shipments 
should therefore carry a higher rate per ton. 
Thus the ICC based the rates primarily on 
the “value of service” to the shipper.4 *Cost of
4G. Lloyd Wilson, Transportation and Communica 
tions (New York, Appleton-Century-Crofts, 1954),
p. 207.
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service to the railroad was little used in set 
ting rates.
This method for determining rates work 
ed well enough under the monopoly condi 
tions in which it originated. Today it is obso 
lete because of the improved efficiency of 
motor carriers, air cargo lines, and diesel 
barges. The value of the service to a shipper 
f is no greater than what he has to pay the low 
est bidder to get that service. Thus the newer 
modes of carrying freight have developed 
their business under the umbrella of railroad 
freight rates put up when the railroads were 
’ a monopoly! As the other carriers have grad 
ually taken freight away from the railroads, 
the latter have suffered more and more from 
overcapacity. Since such a high proportion 
of railroad costs are fixed, independent of the 
amount of freight hauled, unit costs of haul 
ing rise rapidly as their business declines.5
The improvement in efficiency of the other
I! carriers has rendered the value-of-service criterion virtually useless in setting railroad freight rates. In all areas and all commodi 
ties where the railroads now have competi 
tion from other kinds of carriers, the rele 
vant economic question is whether the rail 
roads can afford to carry as cheaply as their 
competitors can. The cost to the railroad 
of providing the service then becomes the 
important figure in rate-making, and it is in 
cumbent upon the regulating bodies to ad 
just their thinking accordingly. Cost of ser 
vice may become the major determinative 
factor in the adjustment of railroad freight 
charges.6
The rise of these other modes of transpor 
tation has placed the ICC on the horns of two 
or three dilemmas which are not really of 
its own making. Under the exigencies of com- 
§ petition, the rail carriers are now seeking 
permission to reduce their rates in competi- 
I  tive areas to try to win back some of the
6W. Z. Ripley estim ated th a t tw o-th irds of the to tal 
expenditure of a railroad  and m ore th an  one-half 
of the actual operating expenses are independent of 
the volume of traffic. Railroads: Rates and Regu 
lations (New York, Longmans, Green, 1922), p. 55.
*Wilson. op. cit., p. 209.
business they have lost. If the ICC grants 
such reductions, it will, as the other carriers 
testify at the hearings, result in injury to the 
other carriers and may in some cases even re 
sult in bankruptcy. Are we, then, obligated 
to maintain the umbrella of high railroad 
rates under which these newer modes of 
transportation have grown and prospered? 
Not until the Transportation Act of 1958 did 
Congress get around to answering this ques 
tion in the negative.
The instructions given by Congress to the 
ICC in the 1958 legislation were clear in intent 
but not in method. The second dilemma of 
the ICC is the difficulty of determining ac 
curately the cost to the railroad of rendering 
a specific shipping service. Quite rightly, 
they insist that rates should not go below the 
“compensatory” level, i.e., that the rate on 
a specific shipping service must be high 
enough to cover “out-of-pocket” costs in 
curred in hauling the goods plus a small 
amount to defray fixed or overhead costs. 
Usually there is a difference of opinion be 
tween the road seeking the reduction in a 
rate and the ICC as to the level of “out-of- 
pocket” costs involved in transporting a ship 
ment. Since, needless to say, the opinion of 
the ICC prevails, the managers of the rail 
roads are not allowed to decide for them 
selves what is in the best interests of their 
own companies.* 7 * In fairness to the ICC it 
must be added that the railroads might set 
rates below “out-of-pocket” cost to drive 
competitors out of business. In the present 
situation, however, it seems that bankruptcy 
of some of the railroads is a much more real 
danger.
Many competitive reductions in rail rates 
are being permitted. Recently, approval was 
granted to seven railroads for lower rates on 
hauling coal from mines in Kentucky, Illinois, 
and Indiana to the Chicago area. While the 
new charges vary by distance, they are from 
twelve to twenty percent below the lowest 
previous rail rates. Reason for ICC approval:
7This has led m any people to suggest th a t the  ra il 
roads be freed completely from  ra te  regulation.
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to allow the roads to recover business lost to 
barge lines. In a similar case, however, the 
ICC examiner has decided against a reduction 
in rail rates on shipments between New York, 
Albany, Boston, and Portland (Maine) and 
inland points. The Eastern roads asked to cut 
rates to the lower level prevailing between 
inland points and the Atlantic ports farther 
south. The reduction was conceived to offset 
competition from the St. Lawrence Seaway. 
The examiner recommends denial of the peti 
tion on the grounds that such a reduction 
would result in “undue prejudice and disad 
vantage to the Southern tier ports.”8 Ap 
parently preserving existing relationships is 
more important than preserving the railroads’ 
business.
Rational transportation policy demands 
that each freight shipment be hauled by the 
carrier who can perform the service most 
economically. In the present political con 
text, motor carriers have a definite advantage 
over the railroads up to distances of 200 to 250 
miles.9 Present cost comparisons are not, 
however, economically accurate, since the 
railroads have to build and maintain their 
own roadway while the other carriers have 
theirs provided for them. Thanks to the co 
operation of nature and the federal govern 
ment water carriers get their water routes 
free and all levels of government cooper^ 
ate to provide highways and airport facilities 
for the other competitors of the railroads. 
Therefore present cost comparisons are 
weighted against the railroads because they 
have to bear an element of cost which their 
competitors escape. Mr. Harry C. Murphy, 
president of the Burlington Lines, has said:
These false and distorted standards of 
transportation cost frequently divert traffic 
into unnatural and uneconomic channels, 
encourage operations which, if self-sup 
porting, would be m arginal a t best, and 
penalize the true low-cost form of transpor 
tation—the railroads . . .  If all transporta 
tion subsidies could be abolished, the in 
herent cost advantages of railroad service 
would attract more and more traffic and
*Business W eek, October 17, 1959, p. 70. 
0Railway Age, October 19, 1959, p. 20.
this, in turn, would lead to lower and lower 
un it costs . . .* 10 *
While it is true that highways have to be 
built anyway for passenger car use, this is 
only half the story. Highways have to be 
built much more solidly in the first place and 
the cost of maintaining them is much greater 
in the second place because they are used by 
heavy trucks and trailers. Since fuel taxes 
are levied on a “per gallon” basis, trucks do 
pay many times more per mile traveled than 
do passenger cars. But we simply do not 
know as yet whether they pay in proportion 
to the share of highway expenditures which 
their operations make necessary.
Not only do the railroads have to provide 
their own roadway and facilities, but they 
then have to pay property taxes on this in 
vestment. State and local taxes paid by the 
Class I railways of the United States rose 
from $358 million in 1953 to $393 million in 
1958, while net income in the same period de 
clined from $903 million to $602 million.11 
Railroads pay about five percent of all prop 
erty taxes collected in the United States—and 
this tax bill absorbs nearly four percent of 
their gross revenues. By contrast such taxes 
consume less than one percent of motor car 
rier revenues.12 Needless to say, part of the 
tax money collected from the railroads goes 
into subsidies to their competitors. This is 
adding insult to injury.
The loss by the railroads of their former 
monopoly calls for the most drastic revision 
of thinking on the part of the unions in the in 
dustry. They are quite properly concerned 
over the decline in employment previously 
noted, but their solution to the problem, based 
on the obsolete premise of the railroads’ mo 
nopoly over transportation, is to bind the 
companies with work rules which add to the
10Hearings before the Senate Subcommittee on Sur 
face Transportation, Problems o f Railroads, P a rt I, 
Testimony of Railroads, 85th Congress, 2d Session* 
January  13-17, 1958 (Washington, D. C., Govern 
m ent Printing Office, 1958), p. 556.
21 Statistics of Railways of Class I  (Washington, D. C., 
Association of American Railroads, Bureau of Rail 
way Economics, August, 1959), p. 13.
i2Railway Age, October 5, 1959, p. 21.
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costs of service. In the good old days of rail 
roading, higher costs could simply be passed 
on in higher rates to shippers, but not now. 
Higher rail rates now inevitably mean the 
loss of more business to competitors and still 
further reductions in employment in the in 
dustry.
Somewhat condensed, management’s pro 
posals for reducing labor cost are as follows:
(1) Revise the mileage standard for the 
basic day’s pay for engine and train crews up 
ward from 100 miles to 160 miles. The 100 
mile standard is a forty-year-old relic from 
the period when trains were much slower 
than at present; it is unrealistic in the present 
context. Actual rates of pay would have to 
be bargained, of course, but the standard on 
which pay is based should be modernized.
(2) Eliminate rules banning crews from 
operating through present crew-change points 
to permit the stretching of crew operations in 
line with rising train speeds. Between Chi 
cago and Denver, a 16%-hour run, eight crews 
have to be used under the present rules.13
(3) Eliminate the present boundaries be 
tween the work that may be performed by 
road crews and yard crews, allowing full in 
terchange of these crews without forcing the 
company to pay penalty wages when the 
boundaries are crossed.
(4) Remove the requirement of having a 
fireman on diesel locomotives in yard and 
freight service. (They would remain on 
passenger service.) A Royal Commission in 
Canada found that firemen were unnecessary 
on diesel locomotives.14 15
(5) Allow management to determine the 
labor requirements for performing railroad 
service.
The railroads have also offered to negotiate 
or submit to arbitration the matter of allow 
ances for the initial expenses employees may 
incur in moving to new home terminals.16 
Measures of this type are extremely impor 
tant in reducing the hardship in consolidation
33Business W eek, Septem ber 26, 1959, p. 159.
14Business W eek, May 17, 1958, p. 141.
15Railway Age, November 2, 1959, p. 9.
of divisions, such as the Milwaukee Road is 
undertaking in the West. If the railroads are 
to regain lost business they must be allowed 
to cut wage cost per ton-mile. If they are 
allowed to reduce costs and freight rates, they 
may in time regain much of their lost busi 
ness. In the meantime, everything possible 
should be done to assist employees who have 
to change residence, or type of work, or both. 
The importance of cost-cutting to labor can 
be seen by considering the 37,000 firemen 
working on U. S. yard and freight locomo 
tives, who are, from the standpoint of man 
agement, unnecessary employees.16 If they 
are no longer needed as firemen, what, then, 
are they to do? While management must be 
permitted to cut costs to get back in the race, 
at the same time, the impact of such cuts on 
labor must be cushioned however and 
wherever feasible. One way is to eliminate 
jobs gradually, perhaps not much faster than 
retirements occur in the declining railroad oc 
cupations.
Management itself cannot escape criticism 
for clinging to obsolete methods of operation. 
One example is the method of handling 
freight car rentals among the various roads. 
Because of the long distances covered by rail 
shipments, a freight car loaded by one com 
pany may be unloaded by a different com 
pany, and may even pass over the lines of 
s everal other railroad companies between its 
point of origin and its destination. According 
ly the “borrowing” road pays the owning road 
a per diem rental fee while the car is on the 
borrower’s lines.
This fee was raised from $2.75 to $2.88 on 
December 1, 1959. The fault lies in the fact 
that this fee is a uniform $2.88 per diem re 
gardless of the size or type of car, its age and 
condition, or anything else that might affect 
its value. Thus the railroad which does buy 
new freight cars may benefit other railroad 
companies instead of itself. As an employee 
of the Southern Pacific told the author* 
“Every time the New York Central gets a 
hold of one of our new cars, they send it on 
up to New England so it will have to come
10Business W eek, Septem ber 26, 1959, p. 159.
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back over their lines. It may be six months 
before we see our car again.”
The uniform per diem charge has two ef 
fects. In the first place, by reducing the in 
centive to buy new cars, it contributes to the 
current freight car shortage. The fleet of 
serviceable freight cars is now down to just 
over 1,550,000 cars, near an 18-year low. This 
is some 17,000 cars less than on July 1 and 
40,000 less than a year ago.17 In the second 
place, it forces railroads that do buy freight 
cars to subsidize indirectly the railroads that 
do not. While it may be true that financially 
weak roads should be subsidized to keep them 
operating, the burden should be borne by the 
public, not by the roads in better financial 
condition. It seems obvious that freight cars 
should be classified, and that the per diem 
charge should vary as closely as possible with 
the value of the car.
In other directions management has shown 
more willingness to move in accordance with 
changed conditions. It is interesting to note 
that all three of Montana’s transcontinental 
lines are engaged in merger discussions with 
other roads. The Milwaukee Road is consid 
ering a merger with the Chicago, Rock Island 
& Pacific. Both roads are based upon Chi 
cago and currently duplicate service between 
that point and Minneapolis-St. Paul, Omaha, 
and Kansas City.18 The other proposed mer 
ger affecting Montana would combine the
lrWall Street Journal, December 1, 1959, p. 1. 
1BWall Street Journal, November 10, 1959, p. 2.
Great Northern, the Northern Pacific, and 
the Chicago, Burlington, & Quincy. Accord 
ing to John M. Budd, president of the Great 
Northern, operating costs could be reduced 
by sending freight over the shortest and least 
mountainous lines of the merged companies. 
Further savings could be realized by elimi 
nating inter-company clerical work on inter 
line shipments, billing for use of joint facil 
ities, etc.19 In the monopoly period the Inter 
state Commerce Commission would not have 
permitted such mergers, but they have re 
cently consented to the merger of the Nor 
folk & Western with the Virginian Railway, 
thus indicating a change of policy.
Current outlook for the railroads is not 
promising, although the steel strike has re 
duced carloadings in such a way as to make 
comparisons difficult. In the twelve months 
ended last September, return on investment 
for industry averaged 2.98 percent.20 Be 
fore the onset of the steel strike July 15, rate 
of return had been running over 3 percent, 
but then fell below 1958 levels until the re 
sumption of steel operations in November. 
Since then carloadings have run ahead of the 
preceding year. The problems noted here 
must be solved, however, if the decline of the 
industry is to be halted. Continuation of this 
decline is likely to end in nationalization of 
the railroads, a “solution” which has no appeal 
to this author.
"Personal letter to the author, November 23, 1959.
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THE TIMBER INDUSTRY AND THE MARKET FOR WOODLOT 
PRODUCTS IN THE UPPER FLATHEAD VALLEY
ARNOLD W. BOLLE 
Associate Professor, School of Forestry 
M ontana S tate U niversity, Missoula
The fact that technical foresters regard the 
level of forestry practiced on the small, pri 
vately-owned timber lands in the upper Flat- 
head Valley as generally of a low order casts 
no particular reflection on the woodlot own 
ers of the area, since their level of manage 
ment is on a par with woodlot management 
throughout the country. The recent national 
report on America’s timber situation1 pic 
tured the 4.5 million small woodlots in the 
United States as neglected, overcut and mis 
managed to the point where they are pro 
ducing only a fraction of their potential. In 
Montana there are 12,845 forest ownerships 
of less than 500 acres each with a total of 
about 1,135,000 acres. While the individual 
land owner has the right to use his land as 
he sees fit, public interests are involved. This 
supply area is critical from a national stand 
point in meeting demand for wood,* I2 and 
from a local standpoint in maintaining the 
level of industrial and community activity.
The federal and state governments are 
therefore providing assistance to small wood- 
lot owners. Technical aid, education, in 
centive payments and regulations are em- 
| ployed to aid, enlighten, encourage and guide 
them in the direction of better management. 
The greatest effort is placed on aid and en 
lightenment, in the traditional belief that if 
the woodlot owner understands what good 
I management is, he will practice it, particu- 
I larly if it will also make him more money,
*U.S. Dept, of Agriculture, Forest Service, Tim ber 
Resources for Am erica’s Future, Forest Resources
I Report # 1 4  (W ashington, D. C.: Governm ent 
Printing Office, 1958).
2lbid.
which it usually does unless there are other 
forces at work which tend to nullify the re 
sults of enlightened management.
Such forces were found to be at work in 
the case of the Flathead woodlots, where in 
stability of markets for their products was 
found to be one of the main deterrents to 
woodlot management. An analysis of the 
timber industry in the upper Flathead in 
connection with the Cooperative North Fork 
Study8 revealed that the woodlots depended 
for markets on the small sawmills, which 
were found to be the most unstable sector of 
the timber industry.
Cyclical Influences in the 
Timber Industry
The national demand for lumber depends 
on the activity of several segments of the 
economy in which cyclic demand varies; as a 
result the lumber industry is more cyclic 
than the economy generally. Zivnuska4 has 
shown that except for the cyclic contrac 
tions due to production difficulties during 
the two world wars, cycles in the lumber in 
dustry have been the result of cycles in de 
mand. Fifty-eight percent of the demand for 
lumber comes from shipping, manufacturing, 
farm construction, public construction and 
railroads, all of which vary with business 
cycles. The remainder comes from residen 
tial building, private non-residential build-
3See Montana Business R eview , X II, 3 (M arch 1960),
pp. 2-10.
4John A. Zivnuska, Business Cycles, Building Cycles 
and Commercial Forestry (New York: Institu te  of 
Public A dm inistration, 1952).
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ing, and repair. These depend on the avail 
ability and cost of long-term loans and so 
vary directly with building cycles, which are 
subject to particularly violent cyclic move 
ments.
Although the headsaw capacity for the 
upper Flathead Valley is estimated at 250 
million feet annually, actual annual produc 
tion was found to be cyclic. The industry in 
this area is devoted entirely to the produc 
tion of softwood lumber most of which is 
used in building. It is therefore more ser 
iously affected than the lumber industry in 
general by fluctuations in the building in 
dustry. Not only is the mill output cyclic, but 
the number of mills fluctuates with demand 
and price for lumber. The number of mills 
in the valley, estimated at 104 in 1956, dropped 
to about 60 in 1957, a mortality of more than 
40 percent. The history of the industry of 
this area shows cycles recurring irregularly.
Variations within the Industry
A considerable difference was observed in 
the operation, structure, organization and 
behavior of the large and small mills of the 
area. While the Bureau of the Census5 lists 
five classifications of sawmills, three (large, 
medium, and small) will be sufficient to 
point out the differences in the Flathead. 
The large mills there are those producing 
more than ten million feet annually. The 
small mills are those producing less than 
one million feet annually. The intermediate 
mills may have the characteristics of either 
or both large and small mills.
The Operation of Large Sawmills
Large sawmills are permanently located 
where they have access to supply, labor, and 
markets. Normally, they are on a railroad 
siding, near a highway junction and on the 
outskirts of a town. They require highly
“Census of M anufacturers: 1947, Lum ber and T im  
ber Basic Products (Washington, D.C.; Bureau of 
the Census, 1949).
skilled laborers, pay good salaries and pro 
vide permanent, year-round employment. 
They are equipped with shops and spare 
equipment to minimize breakdowns and 
maintain a high efficiency in operations. In 
this area, they are all equipped with a band 
saw, gang saws, resaws, and other equip 
ment to handle the maximum capacity of the 
headsaw. The mills also have planers and 
dry kilns so that they can produce and 
market finished lumber. Technological im 
provement is rapid; more efficient machinery 
working at higher speeds and requiring less 
labor is being developed. The capital/output 
ratio may be $20,000 per man in the newest 
mills.
Large mills usually have an established 
group of wholesalers and retailers whom 
they keep supplied on a regular basis. As 
part of their normal operations they require 
credit to build up log supplies and, on oc 
casion, to build inventory against reduced 
orders or declining price. They usually have 
credit sources outside the valley, obtaining 
their large loans for modernizing plant, buy 
ing stumpage, building roads, etc. from as 
far away as St. Paul or the West Coast. Local 
bank credit is used mainly for operating ex 
pense. To some extent they themselves act 
as creditors by helping their “gyppos” pur 
chase logging and hauling equipment, by 
buying rough lumber or cants from small 
mills or even by helping to finance small 
mills at times.
The Operation of Small Sawmills
Small sawmills are usually portable to 
some degree. Some are mounted on wheels 
and can be put into operation within minutes 
in a new location. Others require days to set 
up and are moved infrequently. Small mills 
are located near log supply, most commonly 
on private land on a side road in the hinter 
land, although in good times they are almost 
ubiquitous. The small mill entrepreneur has 
usually had years of experience in many 
phases of the industry, but his labor supply
4
is generally less skilled and less stable than 
that of the large mills. Small mills are gen 
erally “fresh air” plants which operate only 
during the summer season. The mill consists 
of a circular saw and power unit, often old, 
for new mills are costly and used mills can 
often be obtained for a small down payment. 
Breakdowns are frequent and the intervals 
of operation irregular. The capital/output 
ratio may be less than $1,000 per man. The 
season of employment does not coincide with 
the period of slack labor in other employ 
ment such as farming, although a number of 
small mills are operated in conjunction with 
a ranch which may serve as a “retreat enter 
prise” during periods of low demand for 
lumber. While it is possible for small mills 
to produce good quality lumber, and some 
of them do, they are often improperly set up 
or adjusted or operated at the wrong speed.
The small mills in this area are not 
equipped with planers or dry kilns. They 
produce ties, 2 x 4’s and rough lumber for 
the local market, but more commonly sell 
rough lumber or cants to the larger mills 
for finishing. Their credit position does not 
permit them to accumulate a log supply nor 
hold inventory. The woodlot owner often has 
to wait for payment until the logs are sawed 
and the product sold. The mills sometimes sell 
to a broker who advances them short-term 
credit for the logs on hand and who collects, 
in addition to interest, a commission for sell 
ing the product to another mill. Small mill 
operators are often meeting payments on 
their equipment and supplies and are operat 
ing very close to the margin. Since a small 
change in price of product or cost of logs 
can put them out of business, they provide a 
very unstable market for logs and only peri 
odic employment. They secure credit from 
several private sources, including equipment 
companies, tie contractors, woodlot owners, 
brokers or large mills. Because of the risk 
involved, bank credit is usually not available 
to them except in a few cases where land 
can be used as collateral.
Supply Area of Large and 
Small Sawmills
The large mills depend for their supply on 
sales of public timber. They also buy from 
large private land owners, such as the rail 
road companies, and to a minor extent from 
small land owners, though usually only if 
the timber is delivered to the mill. The pub 
lic land agencies sell their timber in fairly 
large blocks because timber harvest requires 
investment in roads and equipment, and sales 
must be large enough to capitalize develop 
ment costs. Larger sales are thus restricted 
to companies with enough credit to stand 
the investment costs as well as the deposit 
required. Long hauls are also often involved, 
and the small mills are not in the position to 
haul or enter contracts to haul. Consequent 
ly, although some gyppos do sell logs to small 
mills, most of the public timber goes to the 
larger mills.
The small mills buy some timber in small 
public sales, but since in bidding for these 
they usually have to compete with other 
mills, both large and small, the price may 
go too high for profitable operation. Since 
small mills usually locate near supply, they 
might be able to operate profitably if they 
were allowed to locate on the public land, 
but they are prevented or d e t e r r e d  by 
restrictions on state lands and strict re 
quirements on federal land. They therefore 
get most of their supply from small woodlots. 
The woodlot owners have the choice of two 
types of markets: they can cut their own 
timber and sell it at a large mill, or they can 
sell it either on the stump or delivered, to a 
small mill. Since the woodlot timber in the 
Flathead is mostly second growth, it is small 
and of relatively poor quality. Big mills do 
not pay as much for it as for the timber they 
buy from gyppos or cut themselves, and some 
mills refuse to accept it all. The amount 
taken by the large mills varies with the 
cycle; it reached its peak of about ten million 
feet in 1956. The price on woodlot timber 
dropped in 1957, and very little was pur 
chased. Many woodlot owners are unable
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to do their own cutting and hauling, and 
others do not consider it a valuable use of 
their time; most of the woodlot timber there 
fore is sold on the stump.
The woodlot, for these reasons, is tied most 
closely to the small sawmill in the Flathead 
Valley.
Reaction to Recession of 
Large and Small Mills
During the 1956-58 recession there was a 
considerable difference in the way the Flat- 
head mills reacted. The recession was first 
felt in reduced orders in the summer of 1956. 
Typically, the large mills first continued to 
produce and build inventories. Some large 
orders at considerably reduced prices were 
received but refused. The companies then 
reduced output by changing from two shifts 
to one shift, or reducing the work week, or 
both. They also reduced their purchases of 
rough lumber from the small mills. Finally 
they accepted a lower price and started to 
move inventory. Some mills increased pro 
duction at the lower price. In general, be 
cause of their high fixed costs in plant and 
equipment and the need to hold skilled per 
sonnel, they found that they could minimize 
loss by continuing in operation. The amount 
of credit involved assured support from their 
creditors against shutdown.
As this experience shows, the large mills 
provide a steady market for logs and steady 
employment. They plan for the long run, 
and they are interested in maintaining a con 
tinuing timber supply. They thus contribute 
to the stability of the community.
The number of small sawmills increased 
very fast during the period of rising demand 
and price. At first they could buy their logs 
very cheaply, but as competition increased 
the cost of supply rose. When the market in 
ties, 2 x 4*s and rough lumber was satisfied, 
their only outlet was the large mills. Rising 
costs, reduced price of product and finally 
loss of market brought their operations to an 
end. Where their credit position would al 
low, they shut down the mill and went to
work for someone else. But if their credit 
was weak, they could not minimize their 
losses by shutting down, and many were 
forced into bankruptcy.
Small mills thus provide a very unstable 
market for logs and only periodic employ 
ment. They can plan only for the short-run 
and as conditions deteriorate, they find even 
short-run planning increasingly difficult.
Summary: Economies of Scale 
In the Timber Industry
From this discussion of the large and small 
sawmills, certain advantages for the large 
mills are apparent:
1. The far higher capital/output ratio of 
large mills and their technological advantages 
permit, them to use skilled labor and effi 
cient, versatile high speed machinery to pro 
duce large volumes of high quality lumber.
2. Large mills sell finished, graded lum 
ber as a differentiated product on the na 
tional market, while small mills sell rough, 
green, mill-run lumber on a local competitive 
market.
3. Credit appears to be the critical fac 
tor. Because of their sources of credit, large 
mills are able to operate yearlong and to 
withstand the effects of recession. Small 
mills, lacking such sources of credit, can 
operate only periodically and sporadically.
4. Large mills are able to purchase large 
amounts of timber in remote areas. These 
overmature stands yield large logs with high 
recovery of quality timber. Small mills get 
most of their logs from second growth wood- 
lots on the valley. Because of their small 
Humber, the large mills are in a better 
bargaining position in the purchase of supply 
and may thus profit by a more favorable 
price. Small mills enjoy some advantage at 
first, but as their number increases bidding 
for supply becomes increasingly competitive.
5. Large mills can engage in the remanu-
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facturing of lumber into semi-finished or 
finished products, whcih requires fairly 
heavy investment in plant and machinery.
6. Large mills can realize some value from 
waste products such as shavings, sawdust, or 
hogged fuels. Wood chips from mill wastes 
require investment in equipment for de 
barking and chipping, which is not consid 
ered economical unless annual production is 
at least 10 million board feet.
There are, however, certain disadvantages 
to large mills and one of these is the high 
fixed cost which forces a large mill to operate 
during recession in order to minimize loss. 
Such operation effects greater stability in 
the community, of course, but in an industry 
which is as cyclic as the timber industry it 
can lead to eventual disaster, particularly if 
the capacity for peak production must be 
maintained.
The small sawmills, therefore, serve an 
important function to the community in pro 
viding flexible capacity to meet periods of 
high demand. This capacity can be provided 
more cheaply with small mills than with 
large. To increase headsaw capacity in a 
large mill is expensive. Once the headsaw 
and auxiliary equipment are fully used, man 
agement can increase production only by in 
stalling another headsaw and almost dupli 
cating the auxiliary equipment. Expansion 
comes by discreet units. The mill must then 
also double its supply. The additional supply 
may have to come farther or for other rea 
sons be more expensive. Supply is often the 
limiting factor in sawmill size. Expansion in 
planers and dry kilns is less expensive, and 
mill capacity can be increased in this way if 
primary sawing can be done by other mills.
Small operators serve another important 
function in using timber supply which oc 
curs in small or isolated patches, or in scatter 
ed stands which would not be economic for 
large operators to harvest. Most of these are 
harvested by small independent operators 
who sell mostly to the large mills but some 
are handled by small mills. A certain num 
ber of small mills are, therefore, needed to 
utilize the timber fully; the public agencies
regularly sell an appreciable amount of their 
timber near established roads in small sales 
so that the small mills can bid for it.
While setting up a large sawmill requires 
considerable capital, setting up a small saw 
mill does not. So long as this condition exists, 
rapid increase in the number of small saw 
mills can be expected whenever demand 
is high and profits are foreseen. While this 
condition holds down potential profits for the 
established mills, it also prevents the price of 
lumber from rising so high that more of its 
markets would be lost to substitutes. But 
just as ease of entry leads to increasing num 
bers of small mills in periods of rising de 
mand, so it leads to contraction in periods of 
declining demand. It tends to make a cyclic 
industry even more cyclic than it would 
otherwise be; and the small sawmill is, in 
fact, the most cyclic sector of the timber in 
dustry.
Instability of the Woodlot Market
As the supply area for the small sawmill 
in the Flathead Valley, the woodlot is tied 
to the most cyclic and unstable sector of the 
timber industry. There is no stable market 
for the products of the woodlot. Prices are 
far more variable than the quoted prices for 
timber and bear only an indirect relation to 
them. Prices for woodlot stumpage are ne 
gotiated between the woodlot owners and the 
sawmill operator. The market is periodic in 
an irregular fashion, opportunities to sell at 
all have been irregular, and price is affected 
by the degree of competition among the small 
sawmills at any one time.
The individual woodlot owner during the 
past decade has faced a constantly chang 
ing market. At the beginning of the upswing, 
he found the first market for his products, 
his first opportunity to realize a return from 
his woodlot. Offers came from small saw 
mills, usually for a lump sum without vol 
ume estimates or unit price. In most cases, 
the woodlot owner considered himself lucky 
to receive any offer and sold. Refusal to 
accept would mean foregoing an opportunity 







Lumber S t 
Timber Prod.
Primary Metals 





Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1959
Ja n u a ry  ..... . ... 107.5 114.0 109.1 129.1 92.6 94.4 102.7 101.6
F eb ru ary  ..... • 106.6 114.4 109.1 129.1 94.4 96.3 98.6 107.0
M arch .... -..... ... 107.6 115.1 107.3 131.8 96.3 97.8 100.0 107.2
A pril ............. ... 111.7 115.6 107.3 128.5 98.1 97.8 102.7 108.0
M ay ..... ......... ... 114.8 114.3 120.0 124.4 100.0 101.9 104.1 108.0
Ju n e  ■............. 118.5’ 113.8' 132.7* 119.3 101.8 100.3 101.4' 105.2
Ju ly  ............... ... 118.0 112.4 136.4 120.6 107.4 102.6 102.7 102.4
A ugust ___ ... 119.8 112.8 138.2 118.5 105.6 100.4 104.1 103.3
S eptem ber ... ... 111.9 106.5 127.3 109.4 51.8 51.3 100.0 98.5
O ctober ......... ... 112.4 109.4 134.5 123.0 51.8 51.7 116.4 102.7
N ovem ber ....... 109.9 109.0 127.3 122.0 50.0 51.0 116.4 109-0
D ecem ber ....... 108.9 110.2 120.0 124.1 53.7 55.8 104.1 102.0
1960
January  ...... ... 104.9** 111.2** 110.9** 130.2** 70.4** 71.6** 105.5** 104.4**
February __ ... 104.0* 111.5* 109.1* 129.4* 68.5* 69.6* 97.3* 105.6*
Car loadings6 Copper Zinc
Total N onas ricul tux al Production5 Production0
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. AOJ.
1959
January  ___ ... 121.6 148.6 136.9 147.8 166.6 166.8 67.8 74.9
February __ _  117.7 154.2 142.5 155.1 177.5 181.3 87.7 82.0
March .......... ... 114.2 137.1 137.8 152.8 185.0 183.5 65.0 65.1
A p r i l ______ ._ 119.6 135.4 146.1 151.1 196.5 188.8 64.8 49.6
May —.... ..... 131.5 142.9 153.1 150.0 173.3 176.6 92.8 78.9
June .......... - ... 129.3 132.1 153.4 146.5 176.4 178.5 92.3 84.2
Ju ly  ............... 134.5 139.2 157.7 149.8 184.4 199.6 107.3 130.8
August — .... 108.9 99.1 107.4 104.3 110.5 119.7 44.4 53.6
Septem ber ...... 72.0 62.2 45.9 43.1 0.0 0.0 0.0 0.0
October ........ 83.3 65.7 41.4 40.3 0.0 0.0 0.0 0.0
November .... 83.4 73.8 43.8 41.6 0.0 0.0 0.0 0.0
December .... ... 64.6 65.9 38.9 39.7 0.0 0.0 0.0 0.0
1960








































Adj.—A djusted for seasonal variation.
1 Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full-
month.
U nem ploym ent Compensation Commission of Montana. Number of work applicants a t end of month. 
8Computed from kilow att hour sales of Montana Power Company, M ontana-Dakota Utilities Company, Pacific • 
users for consumption w ithin Montana, reduced to hourly average kilowatt hours per month.
^Computed from reports of Board of Railroad Commissioners of the State of M ontana, comprising total- carload
•Computed from reports of U. S. Bureau of Mines. Daily average.
•Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from  banks in 16 Montana co 
•Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
•Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 departm ent aa 






A pplicants3 E lectric P ow er
& U tilities Trade G overnm ent (N um ber) Consumption*
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1959
85.0 88.6 99.7 106.7 139.3 143.2 20,350 13,223 189.2 184.8 ______ Jan u ary
85.0 88.6 99.4 107.7 138.5 142.3 21,802 13,173 204.8 191.9 _____ F ebruary
85.4 89.4 100.3 106.9 139.3 142.3 20,045 13,067 193.0 189.6 ________ M arch
86.8 89.6 103.3 105.9 141.2 142.3 14,455 11,936 195.9 187.6 _________ A pril
89.1 89.0 105.6 105.6 143.6 141.5 11,541 13,085 192.3 183.5 __________ May
92.3 90.1 108.6 105.4 146.3 140.4 11,049 13,742 201.4 195.5 . June
93.2 89.1 108.9 105.1 137.0 134.4 7,792 11,896 203.1 214.0 ______July
92.3 88.8 109.7 103.8 143.6 142.5 7,777 15,370 182.3 187.6 ________ August
90.0 87.5 107.5 102.6 144.7 142.8 8,802 17,818 140.0 142.8 ........ Septem ber
87.3 86.0 109.7 107.5 149.0 145.5 10,166 17,898 135.5 144.1 ........ October
86.4 85.0 109.2 107.9 145.9 148.6 17,740 19,733 143.0 151.5 . November
85.0 86.0 111.7 108.6 147.5 150.0 20,168 16,586 __December
1960
.8 1 .8 * * 85.0** 103.6** 110.7** 144.7** 148.7** 24,452 16,097 .......... January
82.3* 85.9* 103.6* 111.6* 145.5* 149.5* 23,066 14,056 _____ F ebruary
N onfarm  M ortgage R ecordings (Unadj.)*
Total
Savings 







Dept. Store  
Sales3
A gricu ltural 
P rices10 
L ivestock  Crops
($1,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj. Unadj. Unadj.
1959
5,741 1,777 71 2,457 1,436 81.4 130.2 107.0 73.0 ..................................  Jan u ary
5,222 2,168 264 1,885 905 83.8 130.5 106.0 74.0 ..........................  February
N.A. NAl. N.A. N A . N A . 108.9 135.8 106.0 74.0 ________ :_________  M arch
7,711 3,107 316 2,680 1,608 119.7 125.5 109.0 73.0 ___________________  A pril
7,222 2,885 223 2,939 1,175 121.9 124.9 108.0 76.0 .......... ....... May
7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 . ' J u n e
6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 ____________________  Ju ly
6,731 2,198 476 2,667 1,390 147.4 129.9 106.0 77.0 .............................. August
6,212 2,388 205 2,458 1,161 132.2 122.6 106.0 75.0 _______________ Septem ber
6,771 2,105 418 2,658 1,590 138.4 124.0 101.0 77.0 __________________ October
4.450 1,132 341 1,844 1,133 140.3 118.4 95.0 78.0 ............ November







..............................  F ebruary
-P re lim inary  **—Revised
ne wage and salary w orkers who worked or received pay during the  day period ending nearest the  15th of the
Light Company, Bonneville Pow er A dm inistration, and the B ureau of Reclamation to commercial and industrial 
Jht loaded a t M ontana points. Daily average.
Daily average, 
lores in M ontana. Daily average.
A djusted  for  seasonal variation: This m eans that in tra-annual rep eti 
tive  fluctuations in  the business ind icators occasioned by the effec ts  o f  
clim ate, custom  and convention  have been a llow ed for statistically . 
For a m ore com plete  d iscussion  see  the Septem ber 1957 issu e o f  M ontana 
B usiness R eview .
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(continued from page 7) 
for income which might not be available to 
him again and which would go to someone 
else. The transaction was verbal, with no 
requirements for cutting or for care of the 
slash. As more and more small mills ap 
peared, and opportunities to sell increased, 
prices rose and buyers began to specify vol 
umes and unit price. Volume estimates were 
made, however, by the buyer. During this 
period, woodlot owners began to seek and use 
technical assistance from trained foresters. 
As competition grew, the unit price offered 
increased and volume estimates were more 
frequently based on technical forester cruises 
or mill scale. This period brought fair value 
to the woodlot owner, but it was a period of 
tight competition and rising costs for the 
small mill operator.
As an example, a story is told of an aged 
couple who, needing cash for medical treat 
ment, decided to sell their timber. They ap 
proached the operator of a sawmill business 
nearby, who estimated their merchantable 
timber at 60 to 70 thousand board feet and 
offered $7 a thousand for it. On the advice 
of friends they asked for technical assistance 
from a government agency. The forester who 
cruised the timber estimated a volume of 
265 thousand feet and also invited other 
operators to bid on the timber. As a result 
the price went to $14. The successful bidder 
refused to accept the forester’s estimate but 
agreed to purchase on the basis of mill scale. 
The final mill talley measured 275 thousand 
feet, and the final price to the owner was 
seven times the original offer. While this 
little melodrama shows the triumph of jus 
tice for the poor old land owner, it also re 
flects an aspect of rising cost to the small 
mill operator.
The period during which the woodlot own 
er was getting full value for his timber came 
near the end of the boom period and ended 
shortly with the recession. In 1957, the mar 
ket for woodlot timber had again almost dis 
appeared. Sawmill operators said that the 
supply from woodlots was exhausted; wood- 
lot owners said that there would be plenty
of timber available if the price were right.
The woodlots are tied not only to the most 
unstable and cyclic sector of the timber in 
dustry, but to the one with the shortest 
planning horizon. This sector of the industry 
is by nature temporary, since as the small 
mill operators approach the end of the cycle 
their credit position deteriorates and their 
outlook becomes progressively shorter. They 
can have no long-run interest in the timber 
supply. In their struggle for survival, inter 
est in the future disappears if it ever existed. 
Because they are a migratory or fugacious in 
dustry6 their supply becomes a migratory re 
source, to be captured by whoever is in the 
position to capture it.
The Effect of Market on 
Woodlot Management
Under these conditions, the woodlot owner 
can scarcely be expected to practice sound, 
long-run management of his woodlot. The 
profitability of the application of technical 
management on small farm woodlots is based 
on the assumption of a stable market. This as 
sumption was found to be false in the Flat- 
head Valley. The unstable market may well 
be one of the main deterrents to good man 
agement of woodlot timber, and the problem 
is not likely to be solved until a more stable 
market can be developed. Woodlot timber 
must be converted from a migratory resource 
to a permanent part of the supply for a per 
manent timber industry.
The large mills do not, at present, regard 
the woodlot timber as an important source of 
supply. They accept it during periods of high 
demand and ignore it otherwise. The small 
mills serve an important function in provid 
ing cheap extra capacity during periods of 
high demand, capacity which would be far 
more expensive if it had to be added to the 
large mills. The cants they produce for re 
manufacture and finishing by the large mills
°Anthony Scott, Natural Resources: The Economics 
of Conservation (Toronto: University of Toronto 
Press, 1955), p. 62. “ . . .  if he does not capture 
it someone else will . . .  (it) w ill not be conserved 
by his abstinence, and it will not be available for 
him  to exploit in a la ter period.”
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are an important source of additional pro 
fit. But while the large mills accept and, in 
fact, rely on this extra capacity now, they 
accept no responsibility for the supply area.
The industry of the Flathead Valley has 
an important stake in the woodlot timber as 
a supply area which is necessary merely to 
maintain the present level of industry. Since 
annual cut is approaching annual allowable 
cut on public timber, future expansion can 
only come with better utilization. Trees of 
smaller diameter must be used and road sys- 
: terns must be extended to allow capturing
L mortality. Pushing roads further into the 
back country becomes more expensive, brings 
in lower quality timber and is likely to be 
curtailed by conflict with recreational de 
mand. The woodlots in the valley bottom 
are generally the best timber-growing sites 
in the valley and should therefore yield a 
I better return to investment in timber man 
agement than the remote mountain areas. 
The need for good management becomes more 
urgent with the increasing importance of 
the woodlots to continuing stability in the 
I timber industry.
Possible Solutions
There are several possible methods of solv 
ing the problems created by small mills. It 
might be possible to tie the small mills to 
definite supply areas so that the effect of 
their behavior on the future supply would be 
direct. However, the temporary life of the 
I  small mill is a response to demand and 
1 price, and so unless operators were able to 
survive periods of decline, permanency of 
I  operation could not be expected merely be 
cause the supply was permanent.
Another possibility would be to have the 
large mills take an interest in maintaining a 
permanent supply from small woodlots. 
I  Agreements could be made which would 
assure the large mills of the supply from 
these lands and the land owner of a market. 
The cyclic nature of demand and price would
have to be recognized. The mill might well 
offer technical assistance in management and 
credit.
Stil another possibility would be the finan 
cing and management of small mills by the 
big mills, in order to assure an expanded sup 
ply of rough lumber during periods of rising 
demand. The large mill could either operate 
these itself on a cyclic basis or support the 
independent small mill operator. Small mills 
would then operate as excess plant, in effect, 
and as such would be considered an important 
part of the permanent supply of the large 
mill.
Another possibility would, of course, be 
some type of marketing cooperative, the 
main objective of which w o u l d  be to 
strengthen the bargaining position of the 
woodlot owners. It could also provide tim 
ber harvesting service so that logs rather than 
stumpage would be sold. It would be impor 
tant in such an organization that its market 
be somehow allied with the stable and long- 
run sector of the general market.
As another solution, regulation might be 
proposed. In my estimation this would 
be a poor substitute for a better solution. It 
would tend to take the emphasis off the real 
problem, and since it might impose an un 
due burden on the land owner unless the pre 
sent situation could be improved, it might 
become very difficult to enforce.
The small mill has to be recognized as part 
of the industry complex; it is one of the facts 
of life in forestry. Blaming it for a situation 
does not solve the problem; neither does ig 
noring it. Small mills are important not only 
because they provide excess capacity and a 
greater degree of competition within the 
industry, but also because they are the source 
of future larger operations. A few of them 
do increase in size and become important 
and aggressive competitors, encouraging ef 
ficiency and modernization in all plants. But 
they create serious problems in timber supply 
and the management of the woodlots which 
need to be recognized and solved if possible.
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FEDERAL DEPOSIT INSURANCE CORPORATION EXPERIENCE 
WITH FAILING BANKS, 1934-19581
RAYMOND H. McEVOY 
Associate Professor, D epartm ent of Economics 
M ontana S tate U niversity, Missoula
During its first 25 years of operations 
(1934-1958), the Federal Deposit Insurance 
Corporation was required to take action to 
protect the depositors of 436 failing banks. 
Part Two of the 1958 Annual Report of 
F.D.I.C. contains a comprehensive analysis 
of such matters as the deposits of these banks, 
the disbursements made by the Corporation, 
and the recoveries and losses by depositors 
and by the Corporation. This paper summar 
izes the findings of that study, and makes 
some comparisons between the national ex 
perience and that of the five insured Montana 
banks which failed during the quarter cen 
tury.
Some Background Facts
There have been three years in which only 
one insured bank failed, but never a year in 
which none failed. Since 1943, the largest 
number of insured banks to fail in any year 
has been five—which, in a system containing 
13,000 banks and accustomed historically to 
hundreds or even thousands of bank failures 
per year, is quite an accomplishment. The 
heaviest years of bank failures under de 
posit insurance were those of the late 1930*8, 
particularly the recession period of 1937-38, 
which brought 149 failures in the two years. 
The condition for re-opening after the 1933 
bank holiday was merely that the bank have *
’Based on a ta lk  given December 5, 1959, before 
the  G lacier Conference of the  National Association 
for B ank A uditors and Comptrollers. The author 
is a form er research economist w ith  F.D.I.C. and 
participated in the preparation of the study sum  
m arized here.
assets at least equal to its liabilities, even if 
the capital cushion was negligible. The same 
criterion applied to admission to deposit in 
surance. With the partial economic recov 
ery that followed 1933, most banks developed 
enough strength to survive the sharp, severe 
recession of 1937-38. Others did not, however, 
and their demise accounts for most of the 
failures which have occurred since federal 
deposit insurance began.
Like the massive bank failures of the ear 
lier thirties, most of the insured bank failures 
of the late thirties were attributable to weak 
ened assets and the resulting impairment of 
capital. These weakened assets were for the 
most part the result of the depressed situa 
tion in the economy as a whole. However, 
most of the failures in recent years have been 
due to defalcations or financial irregularities.
While the two largest banks to fail under 
deposit insurance had about $50 million of 
deposits each, the average failing bank had 
only about $1*& million. All five of the Mon 
tana banks involved had deposits even small 
er than average.
Although Missouri, Wisconsin, and North 
Dakota all had relatively numerous insured 
bank failures, all of the banks involved were 
quite small. But of the numerous failures 
in New Jersey, Pennsylvania, and New York, 
some were among the largest banks to fail; 
these three states, therefore, account for 
over two-thirds of the total deposits of fail 
ing insured banks.
Combining all 436 cases of insured bank 
failures, and considering dividends paid to 
depositors by receivers as well as funds made
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available by F.D.I.C., depositors in these 
banks ultimately recovered 99.8 percent of 
their deposits; that is, out of every $100 of 
deposits, the average loss to depositors was 
only 20 cents! In the vast majority of bank 
cases, depositors recovered 99 or 100 percent, 
and in the worst of the two or three really 
bad cases they recovered 74 percent. No 
Montana depositor lost a cent.
The depositors’ gains were of course to 
some extent the F.D.I.C.’s losses, but these 
losses have likewise been surprisingly low. 
The principal disbursements of the Corpora 
tion are the amounts it pays to depositors 
or to subsidize the merger of failing banks 
with solvent ones. The Corporation paid out 
$296 million in these ways over the quarter 
century, of which it recovered all but $29 
million. It therefore lost only 10 percent of 
its disbursements. If we allow for additional 
expenses not included in the principal dis 
bursements and also for the larger amount 
of interest or return to the Corporation on 
some of its depositor-protecting operations, 
there was a net loss of funds of $21 million, 
or about 7 percent of the disbursements.
Thus depositors came out very well, and 
the F.D.I.C. not too badly. Serious losses 
were, however, incurred by bank stockhold 
ers. Whatever procedure is used to protect 
the insured deposits, the owners of a bank 
can never escape with a cent of their invest 
ment until all claims against the bank, in 
cluding recovery by the F.D.I.C. of its dis 
bursements and expenses in the case, have 
been fully paid. It is just as true today as 
before deposit insurance that it is the stock 
holder who bears the risk and reaps the 
gain or loss. Just how much a given stock 
holder loses depends of course upon how 
much his stock cost him, and the F.D.I.C. 
data do not tell that. But it is reported that 
the stock of the 436 failing insured banks had 
a par value of $46.5 million, that stockholders 
were assessed an additional $1.5 million, and 
that their recoveries were only $13.7 million. 
Thus it seems that stockholders lost at the 
very least two-thirds of their investment in 
the banks, and probably a much larger share.
Methods of Aiding Depositors
The law permits the Federal Deposit In 
surance Corporation a wide variety of ways 
of fulfilling its commitment to protect each 
depositor in an insured bank up to the legal 
maximum, now $10,000. A bank which is in 
difficulty may be allowed to fail and close, 
whereupon the Corporation makes a pay 
ment to each depositor for the amount of 
his insured deposit, at the same time taking 
over his claim for that amount against the 
receiver of the bank. Such cases are called 
“deposit payoff cases.” There were 254 such 
cases in the quarter-century, of which 3 were 
in Montana. On the other hand, if the risk 
or loss to the Corporation can be reduced 
thereby, it may in various ways subsidize 
the taking-over by a solvent bank of the de 
posit liabilities of a bank which is failing. 
This solvent bank is usually one already 
operating in the same or a nearby area, but 
in some cases it is a newly chartered bank 
established as part of the process. Since 
the deposit liabilities of the failing bank are 
said to be “assumed” by the solvent bank, 
these are called “deposit assumption cases.” 
The other 182 cases of failing banks, 2 of 
them in Montana, were handled in this way. 
In some cases, the Corporation also used its 
authority to guarantee a bank against loss 
from taking over liabilities or assets of an 
other bank. The Corporation’s power to 
make deposits in a distressed bank whose 
operations are essential to its community 
was not used during the period.
In deposit payoff cases the first step taken 
by the claim agents of the Corporation is 
to add together the various accounts held 
in the bank by an individual or firm, since 
the insurance protection applies to this com 
bined total and not to each account separ 
ately. For example, a person holding $3,000 
in a checking account and $9,000 in a savings 
account in a bank failing today would re 
ceive a $10,000 payment from F.D.I.C.; he 
would then have to look to the receiver of 
the bank for the remaining $2,000. However, 
accounts held in different legal “rights and 
capacities,” such as the individual account
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of a man and his joint account with his wife, 
are separately insured.
Some additional explanation may be need 
ed concerning the deposit assumption tech 
nique. In deposit assumption cases the dis 
tressed bank usually continues to operate 
until another bank has taken over its deposit 
liabilities. An agreement is negotiated be 
tween the F.D.I.C., the solvent bank, and the 
failing bank, under which the solvent bank 
will take over all liabilities of the failing 
bank, including its nondeposit liabilities and 
uninsured portions of its deposits, as well as 
the insured deposits. For doing this, the agree 
ment specifies that the solvent bank will re 
ceive assets of equal value to the liabilities 
assumed. To the extent that the failing bank 
has good, safe assets to transfer, those are 
turned over to the solvent bank. Then the 
F.D.I.C. plays its role: it either buys the 
remaining poorer or riskier assets from 
the failing bank for the amount necessary 
to make up the difference to the solvent bank, 
or it makes a loan to the failing bank in 
that amount with the poorer assets as col 
lateral. In the latter case, the loan promptly 
goes into default and the F.D.I.C. takes over 
the collateral. Either way, however, the F.D. 
I.C. has subsidized the assumption by a sol 
vent bank of the deposits of the failing one, 
thus fulfilling its insurance commitment. 
Indeed, it has done even more than that, 
since it has protected all deposits; and where 
it is cheaper for the Corporation to handle 
the problem in a way that protects all de 
positors fully, this procedure seems all to the 
good.
Whether the F.D.I.C. pays off the de 
positors directly or gets a solvent bank to 
take over the deposits, the Corporation must 
then look to the liquidation of the assets of 
the failing bank for such recoveries as it 
will obtain on the disbursements it has made. 
In some deposit payoff cases (including all 
national banks which failed) the F.D.I.C. 
itself was appointed as receiver. By holding 
the subrogated claims of the depositors 
whom it had paid, it became the principal 
creditor, with a strong interest in fullest
possible recovery on the assets. Where other 
receivers were appointed, dividends from 
them constituted the recoveries by the Cor 
poration on its disbursements. In deposit 
assumption cases the F.D.I.C. Liquidation 
Division had the job of liquidating the assets 
either purchased from the failing bank or 
taken over as collateral against a loan to 
that bank. Collections from this liquidation 
were applied first to recovery of funds ex 
pended for protection of the assets and to 
liquidation expenses, then to recovery of the 
principal disbursement. If any additional 
funds were collected, the Corporation was 
entitled to interest on its loan or to a contract 
ually-determined rate of return on its funds 
used to purchase assets from the failing bank. 
Finally, if collections exceeded all these 
claims upon them, the excess in all but a few 
cases was returned to the stockholders of the 
failing bank.
Outcome of Deposit Payoff Cases
From this point on we shall treat separate 
ly of the experience in deposit payoff cases 
and deposit assumption cases, turning first 
to the former. This discussion should be pre 
faced with a warning: since most deposit 
payoff cases occurred in the 1930’s when bank 
asset conditions were poor, while most de 
posit assumption cases occurred in the 1940,s 
and the 1950,s when asset conditions were 
much better, the fact that depositors and the 
F.D.I.C. lost less in deposit assumption cases 
than in deposit payoff cases is largely, if not 
wholly, due to the times at which the alter 
native techniques were used. If the deposit 
assumption technique had been predominant 
ly used in the 1930’s and the deposit payoff 
technique in the 1940’s and 1950’s, the deposit 
payoff method would appear to give better 
recoveries to those involved. Which tech 
nique will be best in any one circumstance de 
pends upon the special conditions of the in 
dividual case and in particular upon how 
much the failing bank’s deposits exceed the 
insurance maximum.
In the 25 year period there were 245
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deposit payoff cases, of which the third to 
occur, and the first national bank to fail 
under F.D.I.C., was in Lima, Montana, in 
July of 1934. The one hundredth deposit pay 
off case was in Bainyille, Montana, in 1937. 
The last Montana payoff case was at Glen- 
die in 1939. In all of the deposit payoff 
cases in the nation, 98.6 percent of the de 
positors were fully protected, and 98.4 
percent of deposits were recovered. Each of 
the three Montana deposit payoff cases re 
sulted in 100 percent recovery for the de 
positors. In fact, the Lima and Bainville 
banks were very small—under 300 depositors 
each—and had no depositors with accounts 
in excess of the insurance maximum. At 
Glendive a single one of the 393 depositors 
had more than $5,000 in the bank. His 100 
percent recovery consisted of $5,000 from 
F.D.I.C. and just $15 more from the receiver 
of the bank!
In all deposit payoff cases, the F.D.I.C. 
ultimately recovered 85 percent of its prin 
cipal disbursements. The Reconstruction 
Finance Corporation, which had some in 
vestment in many of these banks, recovered 
on the average only 20 percent. Stock 
holders in the deposit payoff cases lost vir 
tually the whole of their investment, on the 
average, since recoveries to stockholders only 
moderately exceeded assessments paid by 
stockholders. Since the assessments were of 
course levied mostly in cases where no re 
covery for stockholders occurred, some of 
the bank owners came out losing more than 
their original investment. In the Lima, Mon 
tana, case, the bank’s owners lost all of the 
stock, were assessed $16,900, and recovered 
only $1,594. At Bainville there were no 
stock assessments, but also no recoveries for 
stockholders. At Glendive there were no 
assessments, and recoveries to stockholders 
ran a little over half the par value of the 
stock.
The F.D.I.C. report also gives data as to 
the percentage collections by receivers on 
various kinds of bank assets. For all de 
posit payoff cases combined, these percen 
tages ranged from a low of 25 percent re 
covery on bank furniture and fixtures to a 
high of 102 percent on U.S. securities. Only 
71 percent of the loans were collected. Even 
the item “cash and due from banks” fell a 
small fraction of a percentage point below 
100 percent, since some of the banks held 
deposits in other banks which failed. Re 
ceivership expenses used up about 6 percent 
of the value of the assets—more than that in 
smaller banks and less in larger.
Outcome of Deposit Assumption Cases
We turn now to the deposit assumption 
cases, in which by purchasing the weaker 
assets of a failing bank or by making a 
loan with those assets as collateral the 
F.D.I.C. subsidized the assumption of the 
deposits of the failing bank by some nearby 
solvent bank. There were 182 such cases. 
Two of them were in Montana, at Ismay in 
1937 and Martinsdale in 1949. In deposit as 
sumption cases, as earlier noted, all deposi 
tors of failing banks recovered fully by virtue 
of their new deposits in solvent banks. The 
degree of recovery by the F.D.I.C. cannot 
yet be stated with complete certainty, since 
a good many of these cases are still in process 
of liquidation. But the recoveries actually 
made plus those which it is estimated will 
yet be made on all 182 deposit assumption 
cases come to 93 percent of its disbursements, 
in addition to which the Corporation earn 
ed some interest or return upon the funds 
lent or used in the cases. In just over half 
the deposit assumption cases the Corpora 
tion made full recovery of its disbursements, 
and in only about a tenth of the cases did 
losses exceed 50 percent of the disburse 
ments. At Ismay F.D.I.C. recovered 92 per 
cent of its outlay, and at Martinsdale 70 per 
cent.
The 93 percent recoveries by F.D.I.C. in 
deposit assumption cases were considerably 
better than the 85 percent recoveries in de 
posit payoff cases; however, as observed 
earlier, the difference is largely due to the 
fact that the payoff cases were concentrated 
in the earlier, depressed years. Where the 
Reconstruction Finance Corporation had in-
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vestments in the banks, the contrast is even 
greater. In deposit assumption cases that 
agency recovered 77 percent of its invest 
ments versus only 20 percent in deposit 
payoff cases. However, the figure 77 per 
cent is perhaps deceptively large. It has been 
mentioned that in a few cases a new bank 
was established to assume the deposits of the 
failing one. When that was done, owners of 
capital in the failing bank sometimes receiv 
ed some stock in the new bank; such stock 
is included in recoveries, notably those of the 
R.F.C. Where stock in a continuing bank 
was not received by R.F.C., its recoveries 
were only 15.5 percent.
Most of the recoveries by stockholders in 
these cases were also in the form of stock 
in continuing banks. Such recoveries were 
concentrated in relatively few cases, how 
ever. In two-thirds of the individual cases, 
including the two in Montana, the stock 
holders made no recoveries whatever, and 
in some of the earlier cases, including Ismay, 
they had to pay assessments as well.
Conclusion
The report summarized here is purely 
factual and consists in large measure of 
page after page of tables giving detailed in 
formation on a case by case basis. The fol 
lowing are a few of the main findings: that 
depositors have fared very well u n d e r  
F.D.I.C., that the Corporation itself has 
not suffered severe losses, but that the stock 
holders, now as always, stand to lose heavily 
in the event of bank failure. It must be re 
membered that in a period of improving 
business and rising prices such as has existed 
for most of the life of F.D.I.C., it is quite hard 
for either a businessman or a banker to fail. 
Federal Deposit Insurance has therefore not 
yet been tested against a long severe depres 
sion; it is hoped that it will never have to 
be so tested. But for reasonably good times, 
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The personal income estimates prepared 
by the U. S. Department of Commerce rep 
resent the most comprehensive measure of 
economic activity available at the state and 
national levels. For this reason, they merit 
careful study and analysis, particularly by 
residents of areas whose economies may be 
underdeveloped or growing at a rather slow 
rate.
In 1958, the four sparsely-populated Rocky 
Mountain states of Montana, Idaho, Wyo 
ming and Utah accounted for 1.5 percent of 
the total national population (2,535,000 per 
sons) and 1.3 percent of the total personal 
income ($4,631,000) ,1 Between 1950 and 1958, 
their population grew somewhat more rapid 
ly than total U. S. population—16.6 compared 
to 14.6 percent. Total personal income, on 
the other hand, increased 58.0 percent in the 
United States as opposed to 50.4 percent in 
the four-state area. Obviously, per capita 
income* 2 in the region had failed to keep pace 
with the national growth.
Figure 1 compares per capita income 
changes between 1950 and 1958 in the United 
States and the four states under considera 
tion. Only one, Wyoming, has consistently 
exceeded or approximated the national fig 
ure, and only one, Utah, has approximated
xF or another discussion of personal income in this 
region, see the October 1959 issue of the M ontana 
Business Review. 1959 personal income estim ates 
a re  not yet available.
•Total income divided by to tal population.
the national rate of growth. (Utah’s per cap 
ita income, however, has remained substan 
tially below the national level.) The area 
may be described, then, as one where per 
capita incomes in general are not only below 
the national average but have been falling 
further behind since 1950.
There are several possible quantitative ex 
planations for the unfavorable income posi 
tions of these states. They include:
(1) Differences in the proportion of the 
population in the employed labor force. Gen 
erally speaking, the greater the proportion 
of the population at work, either as wage 
and salary workers or self-employed, the 
higher per capita income would be.
(2) Variations in the rate of compensation. 
Low over-all compensation rates for wage 
and salary workers and/or the self-employed 
may cancel the advantages gained by a high 
proportion of total employment. Alternate 
ly , a generally high rate of compensation may 
offset a low rate of total employment. In 
this connection, varying levels of compensa 
tion may be the result of differences in the 
proportions of the employed labor force en 
gaged in agricultural and nonagricultural ac 
tivity. In many areas, agricultural incomes 
are substantially lower than nonfarm in 
comes.
(3) Differences in the industrial distribu 
tion of nonagricultural employment. Con 
centration of employment in either high- or
2
FIGURE 1
PER CAPITA INCOME, FOUR NORTHERN ROCKY MOUNTAIN STATES AND THE UNITED STATES,
1950-1958
(semi-log: scale)
Note: On a sem i-logarithm ic scale, equal slopes indicate equal ra tes of change. 
Source: U. S. D epartm ent of Commerce, Office of B usiness Economics.
low-wage nonagricultural industries may 
have a substantial effect on per capita in 
come. Manufacturing, for instance, is usual 
ly a high-wage industry group whereas 
trades and services are typically low-paying 
industries.
While important influences unsusceptible 
of quantitative measurement (i.e. natural 
resources, degree of technological develop 
ment, attitudes of the population) should not
be overlooked, a study of the above factors 
sheds considerable light on regional income.
Tables 1 -3  present approximate measures 
of the effect of state divergences from the 
national experience in employment, rates of 
compensation, and industrial distribution 
upon income in Montana, Idaho, Wyoming, 
and Utah. This has been done by determin 
ing what income rates per capita, per em 
ployed member of the labor force, and per
3
nonagricultural wage and salary worker in 
each state would have been if (a) the pro 
portion of the population in the employed 
labor force, (b) rates of compensation, (c) 
the farm-nonfarm distribution of the em 
ployed labor force, and (d) the industrial dis 
tribution of nonagricultural wage and salary 
workers had been the same as in the nation 
as a whole. The tables may be interpreted 
in the following manner: In Table 1, for ex 
ample, Montana’s actual 1958 per capita in 
come, as estimated by the U. S. Department 
of Commerce, was $1,920 (S) or $137 less 
than the national per capita income of $2,057 
(N). If the proportion of its population in 
the employed labor force had been the same 
as in the United States as a whole, Mon 
tana’s per capita income would have been
increased to $2,174 (O). If, on the other hand, 
national per capita rates of compensation 
from all major sources (wages and salaries, 
other labor income, proprietors’ income, 
property income, and transfer payments) 
had been in force in Montana, its per capita 
income would have been only $1,895 (R). 
The conclusion is, therefore, that while com 
pensation rates are higher in Montana than 
in the United States, they are not enough 
higher to offset the effect of the smaller 
proportion of state population in the em 
ployed labor force. The approximate influ 
ence of these two factors, proportion of popu 
lation in the employed labor force and rates 
of compensation, is illustrated in the last two 
columns of the table; in Montana in 1958 a 
low employed labor force/population ratio
TABLE 1
IN  PER CAPITA INCOME, THE UNITED STATES AND FOUR ROCKY MOUNTAIN 
STATES, DUE TO DIFFERENCES IN  PROPORTION OF THE POPULATION IN THE EMPLOYED 
LABOR FORCE AND IN  RATES OF COMPENSATION, 1950, 1954, AND 1958
(dollars)
U.S.




























M ontana __ ____1,491 1,606 1,740 1,413 +115 —106 +221Idaho _____ ___ 1,491 1,279 1,358 1,438 —212 — 66 —146Wyoming ___ 1,491 1,629 1,614 1,545 +  138 +  34 +  104U tah _________ 1,491 1,283 1,549 1,281 —208 -2 3 8 +  30
1954
M ontana __ ........1,767 1,735 1,873 1,692 -  32 — 106 +  74Idaho ___ ___ 1,767 1,440 1,551 1,698 —327 — 90 —237Wyoming -1,767 1,799 1,783 1,843 +  32 +  46 — 14U tah ______ . -1,767 1,504 1,724 1,604 —263 -1 9 2 -  71
1958
M ontana __ ___ 2,057 1,920 2,174 1,895 —137 —208 +  71Idaho ____ ___ 2,057 1,701 1,853 1,973 —356 —118 —238Wyoming _____ 2,057 2,088 2,242 2,008 +  31 -1 0 2 +133U tah ____ ___ 2,057 1,753 2,040 1,863 —304 —240 — 64
Total personal income divided by to tal population. Personal income includes wages and salaries, other 
labor income (em ployer contributions to  p rivate  pension and w elfare funds, compensation for injuries, pay 
i reservists, etc.), proprietors* income (income of proprietors of nonincorporated businesses, in -
cluaing farm s), p roperty  income (dividends, in terest, rents, etc.), and transfer paym ents (social security 
benefits, m ilitary  pensions, veterans* allowances, d irect relief, corporate gifts to nonprofit institutions, con 
sum er bad  debts, etc.).
E m ployed labor force includes all w age and salary  w orkers and the  self-em ployed.
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TABLE 2
DIFFERENCES IN INCOME PER EMPLOYED MEMBER OF THE LABOR FORCE, THE UNITED STATES 
AND FOUR ROCKY MOUNTAIN STATES, DUE TO DIFFERENCES IN THE DISTRIBUTION OF THE 
FARM-NONFARM EMPLOYED LABOR FORCE AND IN RATES OF COMPENSATION, 1950, 1954, and 1958
(dollars)















M ontana ___ ___ 2,972 3,650 3,492
Idaho ____ __ .2,972 2,835 3,115
Wyoming ___ 2,972 3,272 3,302
U t a h __ ___ 2,972 3,232 3,231
1954
M ontana ___ ___ 3,652 3,964 3,959
Idaho ______ ___ 3,652 3,321 3,702
Wyoming ___-..... 3,652 3,681 3,730
U tah ______ __3,652 3,648 3,668
1958
M ontana ___ .4,306 4,700 4,577
Idaho ___ .......4,306 3,987 4,367
Wyoming __ ___ 4,306 4,709
4,401
4,666
U tah ____ __ 4,306 4,403
Assuming
N ational Due to Due to
R ate of F arm - R ate of
Compensation Nonfarm Com pen 
(R) Actual D istribution sation
2,830 +678 +  8 +670
2,745 —137 -2 5 4 +117
2,878 +300 — 62 +362
2,983 +260 +  6 +254
3,465 +312 -  91 +403
3,333 —331 -3 5 0 +  19
3,582 +  29 — 60 +  89
3,642 — 4 — 15 +  11
4,136 +394 — 24 +418
3,999 —319 —344 +  25
4,227 +403 -  18 +421
4,303 +  95 — 2 +  97
1 Wages and salaries, o ther labor income, and proprie to rs’ income divided by num ber of persons in the  em  
ployed labor force.
exerted a downward pull of approximately 
-$208, while relatively high compensation 
rates exerted an upward influence in the ap 
proximate amount of +$71. These figures are 
rough approximations and are useful only in 
indicating the direction and something of the 
magnitude of the influence of these factors 
on per capita income.
Although individual state experiences have 
occasionally differed both in direction and 
magnitude, a number of general observations 
concerning the four-state region may be 
drawn from the three tables. Table 1 indi 
cates that in comparisons with the United 
States the area is handicapped by having a 
smaller proportion of its population in the 
employed labor force. This appears to be 
largely the result of out-migration of persons 
in the working age groups, for despite a cred 
itable population increase between 1950 and 
1958, the region lost 53,000 persons (equiv 
alent to 2.5 percent of its 1950 population)
to other areas. A smaller percentage of 
women employed in these predominantly 
rural states than in the nation as a whole 
may also contribute to the smaller labor 
force. Fortunately, Montana and Wyoming 
have rates of compensation from all sources 
which are higher than the national average, 
helping to offset the lower level of total em 
ployment. Idaho and Utah, however, have 
lower rates of compensation as well as 
smaller labor forces. Their per capita in 
comes are substantially below those of Mon 
tana and Wyoming (Table 1).
Further insight into the reasons for a gen 
erally lower level of per capita income in 
the four Rocky Mountain states may be 
gained by an analysis of various income 
sources. For this purpose, income sources 
may be divided into two major categories: 
(1) participating income, consisting of wages








Lumber &  
Timber Prod.
P rim ary Metals 






Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Ul'
F ebruary  ____ 106.6 114.4 109.1 129.1 94.4 96.3 98.6 107.0 92.1 93.1 8
M a r c h _____ _ 107.6 115.1 107.3 131.8 96.3 97.8 100.0 107.2 92.1 92.1 9
A pril ................ 111.7 115.6 107.3 128.5 98.1 97.8 102.7 108.0 92.1 91.0 12
May .... ............. 114.8 114.3 120.0 124.4 100.0 101.9 104.1 108.0 92.1 91.4 1 4 1
Ju n e  ................ 118.5! 113.8 132.7' 119.3 101.8 100.3 101.4' 105.2 93.1 89.7 16
Ju ly  _________ 118.0 112.4 136.4 120.6 107.4 102.6 102.7 102.4 92.1 93.6 17
August 119.8 112.8 138.2 118.5 105.6 100.4 104.1 103.3 92.1 93.9 16
Septem ber ...... 111.9 106.5 127.3 109.4 51.8 51.3 100.0 98.5 50.5 51.3 15
October ........- 112.4 109.4 134.5 123.0 51.8 51.7 116.4 102.7 50.5 51.7 13
November __ 109.9 109.0 127.3 122.0 50.0 51.0 116.4 109.0 48.5 47.6 11
December 108.9 110.2 120.0 124.1 53.7 55.8 104.1 102.0 47.5 46.8 10
1960
Jan u ary  . 104.9 111.2 110.9 130.2 70.4 71.6 105.5 104.4 47.5 47.7 8
F ebruary  .... 105.4* * 113.0** 109.1** 129.4** 77.8** .79.1** 101.4** 110.1** 62.4** 63.3** 71














Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Un
F ebruary  __ 117.7 154.2 142.5 155.1 177.5 181.3 87.7 82.0 325.8 324.5 16!
M arch ........ 114.2 137.1 137.8 152.8 185.0 183.5 65.0 65.1 331.0 331.0 18
A pril _____ 119.6 135.4 146.1 151.1 196.5 188.8 64.8 49.6 321.4 323.3 181
May ............ 131.5 142.9 153.1 150.0 173.3 176.6 92.8 78.9 310.9 311.8 17r
Ju n e  . 129.3 132.1 153.4 146.5 176.4 178.5 92.3 84.2 331.0 323.9 19:
Ju ly  . 134.5 139.2 157.7 149.8 184.4 199.6 107.3 130.8 341.9 339.9 19:
A u g u s t ______ 108.9 99.1 107.4 104.3 110.5 119.7 44.4 53.6 332.3 337.0 18*
Septem ber .... . 72.0 62.2 45.9 43.1 0.0 0.0 0.0 0.0 338.3 340.0 201
O c to b e r___ 83.3 65.7 41.4 40.3 0.0 0.0 0.0 0.0 329.8 332.1 20-
November ........ 83.4 73.8 43.8 41.6 0.0 0.0 0.0 0.0 327.4 329.7 20*
December ____ 64.6 65.9 38.9 39.7 0.0 0.0 0.0 0.0 338.3 338.3 20(
1960
Jan u ary  _____ 45.4 49.2 40.1 43.4 0.0 0.0 4.3 4.8 331.8 328.5 186
F ebruary  
M arch ________
69.6 79.7 74.4 81.3 5.0 4.7 8.8 8.2 341.9 333.6 183 
18C
Adj.—A djusted to r seasonal variatior
1Computed from  estim ates of Unemploym ent Compensation Commission of M ontana. Estim ates include all full- 
month.
U nem ploym ent Compensation Commission of M ontana. Num ber of work applicants a t  end of month. 
C o m p u ted  from  kilow att hour sales of M ontana Pow er Company, M ontana-Dakota U tilities Company, Pacific! 
users for consumption w ith in  M ontana, reduced to hourly average kilow att hours p er month.
4Computed from  reports of Board of Railroad Commissioners of the  S tate of M ontana, comprising total* carloal 
^Computed from  reports of U. S. B ureau of Mines. Daily average.
^Computed from  reports of Oil and Gas Conservation Commission of M ontana. Daily average.
TComputed from  reports of Federal Reserve B ank of M inneapolis, based on data from  banks in 16 M ontana c 
®Federal Home Loan B ank Board. Nonfarm  m ortgage recordings of $20,000 or less.
^Computed from  reports of Federal Reserve B ank of M inneapolis, based on dollar sales of 80 to  89 departm ent ail 






JobTransportation Applicants3 Electric Power& Utilities Trade Governm ent (Number) C onsum ption3unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1959
85.0 88.6 99.4 107.7 138.5 142.3 21,802 13,173 204.8 1 9 1 .9 ___ — F ebruary
85.4 89.4 100.3 106.9 139.3 142.3 20,045 13,067 193.0 189.6 ___ ____  M arch
86.8 89.6 103.3 105.9 141.2 142.3 14,455 11,936 195.9 187.6 ___ ........... A pril
89.1 89.0 105.6 105.6 143.6 141.5 11,541 13,085 192.3 183.5 __ ....  ..... May
92.3 90.1 108.6 105.4 146.3 140.4 11,049 13,742 201.4 195.5 ___ --------  June
93.2 89.1 108.9 105.1 137.0 134.4 7,792 11,896 203.1 2 1 4 . 0 ___ .............  Ju ly
92.3 88.8 109.7 103.8 143.6 142.5 7,777 15,370 182.3 187.6 ___ ____ A ugust
90.0 87.5 107.5 102.6 144.7 142.8 8,802 17,818 140.0 142.8 ___ . Septem ber
87.3 86.0 109.7 107.5 149.0 145.5 10,166 17,898 135.5 144.1 ...... October
86.4 85.0 109.2 107.9 145.9 148.6 17,740 19,733 143.0 151.5 Novem ber
85.0 86.0 111.7 108.6 147.5 150.0 20,168 16,586 143.6 145.9 — Decem ber 
1960
81.8 85.0 103.6 110.7 144.7 148.7 24,452 16,097 163.1 159.4 ___ ....  Jan u ary
81.4** 85.0** 103.3** 111.3** 144.7** 
80.9* 84.7* 103.3* 110.1* 144.7*
Nonfarm Mortgage Recordings (Unadj.)* 
Savings Insur- 
& Loan ance Comm.
Total Assocs. Cos. Banks Others 












173.5 F ebruary  
....  M arch
1959
5,222 2,168 264 1,885 905 83.8 130.5 106.0 74.0 __ _ F ebruary
N.A. N.A. N.A. N.A. N.A. 108.9 135.8 106.0 74.0 .... .... . M arch
7,711 3,107 316 2,680 1,608 119.7 125.5 109.0 73.0 _ _____A pril
7,222 2,885 223 2,939 1,175 121.9 124.9 108.0 76.0 .... ............  May
7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 __ ___  June
6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 . Ju ly
6,731 2,198 476 2,667 1,390 147.4 129.9 106.0 77.0 August
6,212 2,388 205 2,458 1,161 132.2 122.6 106.0 75.0 . .. Septem ber
6,771 2,105 418 2,658 1,590 138.4 124.0 101.0 77.0 __ ____October
4.450 1,132 341 1,844 1,133 140.3 118.4 95.0 78.0 ... Novem ber
6,873 1,759 466 3,104 2,544 205.5 123.6 94.0 79.0 .. Decem ber 
1960
5,200 1,150 455 2,285 1,310 80.4 128.4 93.0 78.0 __ __  Jan u ary








---- ------------_ F ebruary
........ M arch
—Prelim inary **—Revised
me wage and salary  w orkers who w orked or received pay during  the  day period ending nearest th e  15th of the
Light Company, Bonneville Pow er A dm inistration, and the B ureau of Reclam ation to com m ercial and industrial 
ght loaded a t  M ontana points. Daily average.
Daily average.
ores in M ontana. Daily average.
Adjusted for seasonal variation: This means th a t in tra-annual repeti 
tive fluctuations in the business indicators occasioned by the effects of 
climate, custom and convention have been allowed for statistically. 
For a more complete discussion see the September 1957 issue of Montana 
Business Review.
(Continued from page 5) 
and salaries, other labor income, and pro 
prietors’ income — in other words, income 
earned by participation in the labor force — 
and (2) nonparticipating income, composed 
of property income and transfer payments.3
When nonparticipating income (property 
income and transfer payments) is eliminated 
and average earnings (from wages and sal 
aries, other labor income, and proprietors’ 
income) per employed member of the labor 
force are calculated, the Rocky Mountain 
states, with the exception of Idaho, compare 
very favorably with the United States. This 
fact indicates, and separate calculations 
prove, that regional per capita income from 
property and transfer payments is lower than 
the national average. This condition is not 
surprising in an area which is far removed 
from financial and industrial centers and 
where personal capital investment frequent 
ly tends to be in small unincorporated bus 
inesses or in farms and ranches. *
*See Table 1 for definitions.
Although earnings per employed member 
of the labor force are high, the Rocky Moun 
tain states pay a penalty for the greater im 
portance of agriculture in the area. Rates of 
compensation (weighted by farm-nonfarm 
distribution) are above the U.S. average in 
all four states, but the higher proportion of 
farm workers and proprietors in the labor 
force reduces the advantage and in Idaho 
results in average earnings below the na 
tional average (Table 2).
Table 3 carries the analysis a step further 
by eliminating all proprietors’ income, farm 
wages, and the small category labeled “other 
labor income” and comparing only average 
nonagricultural wage and salary payments. 
It is quickly apparent that the favorable posi 
tion reflected in Table 2 was due to a higher 
rate of proprietors’ income. In 1958, the 
average earnings of nonagricultural wage 
and salary workers in all four states were 
substantially below the national average. In 
1950 and 1954, only Wyoming exceeded the 
national figure. Most of the deviation is due
TABLE 3
4 v ^ S S Ed / ^ ? ^ OME p e r  n o n f a r m  w a g e  a n d  s a l a r y  w o r k e r , t h e  u n i t e d  s t a t e s  
" S U P S  DUE TO d i f f e r e n c e s  i n  i n d u s t r i a l  d i s t r i b u  
t i o n  OF NONFARM EMPLOYMENT AND IN RATES OF COMPENSATION, 1950, 1954, and 1958
(dollars)
8
Income per Nonfarm  Wage and Salary W orker1 Differences betw een State and National
Assuming Assuming
U.S. State
National National Due to Due to Rate












































+  44Utah 3,929 3,659 3,628 +  51 —321 •
1958











U tah ...... -4,626 —173—262:4,376 d RRf? 4,661 —250 +  12
3 Total wages and salaries divided by to tal wage and salary workers.
to lower rates of compensation, although 
Montana and Idaho also suffer from a less 
favorable distribution of employment among 
the various nonfarm industry groups (Table
3).
Further reference to the tables will reveal 
interesting contrasts in state experiences. 
However, the major conclusions pertaining 
to the income situation of the region as a 
whole may be summarized briefly as follows. 
Among the important factors which result 
in regional per capita incomes below the na 
tional level are (1) a smaller proportion of 
the total population in the employed labor 
force, (2) a heavier concentration of the labor 
force in agriculture, (3) lower wage and 
salary rates in nonagricultural employment, 
(4) property income and transfer payments 
below the national average. On the plus side 
is a rate of proprietors* income which in Mon 
tana and Wyoming is usually high enough to 
offset lower rates of compensation from other 
sources. None of the conclusions is partic 
ularly surprising. The data presented may
tend only to verify opinions which many re 
gional observers have long held. They also 
add further support to the proposition that 
one of the major problems facing the area 
is the provision of more jobs to prevent the 
continuous out-migration of persons of labor 
force age. Since average wage rates in the 
region are low, it is important that as many 
as possible of these new jobs be in the higher 
wage nonagricultural industries, such as 
manufacturing and construction.
The problem is the more urgent because 
the trend appears to be for regional incomes 
to fall further behind the national level. This 
trend is clearly indicated in Figure 1 and in 
all three tables. It is due in part to the de 
cline in agricultural income; however, re 
gional nonagricultural wages and salaries 
also have fallen further behind the U.S. av 
erage since 1950.
NOTE: F or those readers in terested  in  the  m ethods 
em ployed in  calculating the  d a ta  appearing in 
Tables 1-3, an  explanation is provided on pages 10- 
11. F igures used are for M ontana in 1958.
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TABLE 1—DIFFERENCES IN PER CAPITA INCOME
N and S—Actual per capita incomes, as estim ated by  U. S. D epartm ent of Commerce, Office of Business 
Economics.








Non parti c ipatin g 
Income3
$1,832 $342









































(5 +  6)
$1,895
1 Participating income (wages and salaries, other labor income, and proprietors’ income) divided by num ber 
of persons in the employed labor force.
P ro p e r ty  income plus transfer paym ents divided by to tal population.
The am ount by which state  per capita incomes 
would differ from  U.S. per capita income if both 
had th e  same proportion of population in  the  labor 
force m ay be com puted either as S — O ($1,920 — 
$2,174) using the  state  ratio  as a standard, or as R  — 
N ($1,895 — $2,057), using the national ratio  as a 
standard. Since there  appears to be no reason to 
prefer one m ethod to the o ther the  differences have 
been averaged. Thus the difference betw een state-
national per capita income due to  different propor 
tions of tiie population in the labor force =  Vz 
(S — O) +  (R — N) =  — $208.
The am ount by w hich state incomes vary  from  the  
national due to differences in  ra tes of compensation 
m ay be computed either as S — R or O — N. 
Averaging the two methods, the  difference becomes 
1/2 (S — R) +  ( O - N ) ,  or Vz ($1,920 -  $1,895)' +  
($2,174 — $2,057) =  +  $71.
TABLE 2—DIFFERENCES IN INCOME PER EMPLOYED MEMBER OF THE LABOR FORCE
N and S—Wages and salaries and proprietors’ income divided by num ber of persons in  the employed labor 
force.









U.S. Income Per Montana
Percent of Employed Per Nonfarm
Labor Force Member of the Employee 






















Member of the 
Labor Force 
(3 +  6)
$4,577









Montana Farm Income U.S.
Percent of Per Employed Per Nonfarm  
Labor Force Member of the Employee 






















Member of the 
Labor Force 
(3 +  6)
$4,136
1Farm  wages plus farm  proprietors’ income divided by num ber of persons in the employed farm  labor force. 
“Nonfarm wages and salaries plus nonfarm  proprietors’ income divided by num ber of persons in the employed 
nonfaim  labor force.
Diffc fences due to farm -nonfarm  distribution =  Differences due to ra te  of compensation =  Vz
Vz (S — O) +  (R -  N) =  — $24. ( S - R )  +  ( Q - N )  =  +  $418.
10





Montana Per Employed Labor Participating 
Employee Force/Population Income State
Income1 Ratio (38%) (1 X 2) Population
$4,830 261,000 $1,260,630,000 688,000
N and S—Total nonagricultural wages and salaries divided by num ber of nonagricu ltural wage and salary 
w orkers.
TABLE 3—DIFFERENCES IN INCOME PER NONFARM WAGE AND SALARY WORKER







Services & m isc_________
Governm ent.____________
T otal_______________













M ontana Wage & M ontana U.S.
Wages & Salary P er Employee Industrial
Salaries W orkers Income D istribution 3 X 4
($ m illions) (000) ($)
( 1 - 2 )
(percent)
4.2 9.0 4,667 1.4 65
5.5 12.3 4,472 5.2 232
9.7 19.9 4,874 30.6 1,491
14.3 40.7 3,514 22.1 776
2.4 6.0 4,000 4.7 188
__  10.7 19.4 5,515 7.7 424
6.4 22.6 2,832 12.7 359
__  16.0 32.9 4,863 15.6 758
__  69.2 162.8 100.0 $4,293 =  O




U.S. Wage & U.S. M ontana
Wages & Salary P e r Employee Industria l
Salaries W orkers Income D istribution 3 X 4
($ m illions) (000) ($) 
( 1 - r  2)
(percent)
3,774 721 5,234 5.5 288
__ 13,969 2,648 5,275 7.6 401
__ 76,674 15,468 4,957 12.2 605
__  43,060 11,141 3,865 25.0 966
- -  10,855 2,374 4,572 3.7 169
20,714 3,903 5,307 11.9 631
24,292 6,395 3,798 13.9 528
__ 40,486 7,893 5,129 20.2 1,036
. 233,824 50,543 100.0 $4,624 =  R
Differences due to industrial d istribution =  % (S 
Differences due to ra te  of com pensation =  % (S
O) +  (R -  
R ) +  (O -
N) =  -  
N) =  -
$22.
$353.
All income data are from  the  U.S. D epartm ent 
of Commerce, Office of Business Economics per 
sonal incom e estim ates appearing in Personal In - 
w m e by States Since 1929 and the  A ugust 1959 
Survey of C urren t Business. S tate and national 
population figures and U.S. employed labor force 
data are B ureau of the  Census estim ates. Em  
ployed labor force data  for the states w ere esti 
mated by the B ureau of Business and Economic 
Research. N onagricultural w age and salary  w orker
estim ates a re  from  the U.S. D epartm ent of Labor, 
B ureau of Em ploym ent Security.
The m ethod of calculation is based on F rank  A. 
Hanna, “Analysis of In tersta te  Incom e D ifferen 
tials: Theory and Practice,” Regional Income: Vol 
ume Tw enty-O ne of Studies in Income and W ealth 
(New York: N ational B ureau of Economic R e 
search, 1957), pp. 113-161, and “Personal Income 
in D istrict S tates,” M onthly Review of the  Federal 
Reserve B ank of K ansas City, Novem ber 1959.
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LOCAL BANK DEBITS 
(1947-1949 =  100)
Billings Butte Glendive Great Falls Kalispell Malta Miles City Missoula
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1959
F e b .___ 209.7 232.2 120.7 128.6 190.7 206.1 160.8 175.4 160.6 177.6 119.6 140.0 121.8 148.0 189.7 222.1
March 226.8 237.5 143.5 138.8 200.9 207.5 163.7 181.5 155.6 183.3 124.0 146.4 133.3 154.8 215.2 224.4
April _ 233.4 244.9 136.3 140.2 224.6 228.0 172.2 185.0 159.2 197.8 145.6 164.1 135.0 153.6 238.9 252.8
May ___ 213.7 240.1 135.4 148.8 215.6 242.8 167.0 191.1 160.2 171.0 134.2 150.1 122.5 144.6 216.8 230.6
June .... 232.0 238.9 146.8 133.1 219.1 228.2 176.5 181.2 181.2 174.1 140.5 135.2 131.2 144.0 248.2 235.9
July .... 224.8 229.8 142.0 146.1 203.2 222.8 169.6 175.0 181.7 168.6 128.6 154.7 139.6 168.8 270.3 267.9
August 230.9 240.3 128.0 141.1 222.6 254.1 179.1 186.4 205.0 184.7 133.1 164.7 139.7 165.9 244.1 240.0
Sept. 250.4 232.1 126.1 121.4 228.6 248.7 191.3 163.8 224.2 203.3 146.4 131.8 175.2 162.7 257.0 229.5
Oct. ___ 261.1 225.3 125.5 117.4 241.1 196.5 186.3 160.6 195.9 183.4 169.7 130.7 228.1 162.7 248.0 226.5
Nov. __ 274.0 251.4 119.1 120.7 289.8 241.5 189.2 184.6 179.3 169.5 223.3 186.4 256.7 187.5 245.3 251.1
Dec. __ 263.4 244.3 121.4 111.8 230.4 207.0 179.8 171.9 179.4 169.2 170.6 140.5 207.8 179.0 244.2 227.4
1960
Jan. 229.3 231.8 110.1 111.8 218.2 207.6 190.6 177.8 181.2 182.3 160 2 154.3 166.5 166.2 228.3 237.6
Feb. __ 227.9 252.7 111.1 118.1 198.1 213.0 166.9 182.4 178.6 196.7 133.2 155.1 139.0 169.3 243.8 288 2
March .225.2 233.8 129.7 125.2 191.6 196.9 163.6 181.4 154.4 181.4 122.7 144.4 146.3 169.9 249.7 258.5
Adj.—Adjusted for seasonal variation
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SCHOOL OF BUSINESS ADMINISTRATION 
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AND ECONOMIC RESEARCH 
MONTANA STATE UNIVERSITY
THE ECONOMIC OUTLOOK
EDWARD J. CHAMBERS, Director 
B ureau of Business and Economic Research 
School of Business Adm inistration 
M ontana State U niversity, Missoula
Cross currents in economic activity were 
notable in the first half of 1960. This experi 
ence was not generally anticipated by most 
analysts of business conditions as the year 
began. In predictions of the course of busi 
ness in 1960 substantial strength was ex 
pected at least in the first half of the year, 
and expansion was expected to continue, 
though at a less rapid pace, during the sec 
ond half also. The projected sharp expan 
sion in the first half of 1960 was judged 
to be the logical aftermath of the steel strike. 
It was thought that in this period the re 
stocking of goods in the pipelines of industry 
and a higher level of final demand for both 
investment and consumer goods would carry 
the economy forward at a quickened pace.
In actual fact, however, the aggregate 
economy has displayed a sluggishness in the 
first six months of the year. While it is true 
that Gross National Product, the total output 
of goods and services, reached a record an 
nual rate in the first quarter of $500 billion, 
this was a somewhat lower rate than most an 
alysts had anticipated. It is also noteworthy 
that about three-fifths of the $16 billion in 
crease over the GNP rate in the final quarter 
of 1959 represented a building of inventories. 
The major impact of inventory building upon 
short-term changes in economic activity has 
now been felt, and there is a strong likelihood 
that total output will not show any measur 
able increase in the second quarter of this 
year. A lower level of inventory accumula 
tion will probably just about balance a some 
what higher final demand.
To evaluate more closely the sidewise 
movement the reader should glance at Chart 
1, which contains the 21 indicators of busi 
ness conditions developed at the National 
Bureau of Economic Research. These indi 
cators are especially relevant to the analy 
sis of cyclical movements in economic con 
ditions because extensive studies have shown 
that there is a consistency in the timing of 
their cyclical expansions and contractions 
and those in aggregate economic activity. 
The group of 21 is divided into the following 
three sub-groups: (a) 8 series which con 
sistently lead cyclical changes in general 
business; (b) 8 series which consistently co 
incide with cyclical changes in general busi 
ness; (c) 5 series which consistently lag be 
hind cyclical changes in general business ac 
tivity.
Appraisal of the current economic situation 
demands that any analyst frankly admit that 
the steel strike of last summer and fall has 
added to the difficulty of analyzing the last 
year of cyclical expansion in business ac 
tivity. The likelihood of the strike resulted 
in a build-up in the spring of 1959 of neces 
sary supplies in the durable goods industries 
as a hedge against strike-created shortages.
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21 INDICATORS OF BUSINESS CONDITIONS
Leading Coincident Lagging
1. Failure L iabilities (m illions of dollars—in  
verted)
2. Average Hours W orked in  M anufacturing (hours 
per week)
3. New Orders—D urable Goods (billions of dol 
lars)
4. Residential Building (m illions of sq. feet)
5. N onresidential B uilding (m illions of sq. feet)
6. Industrial Stock Prices (do llar average)
7. New Incorporations (hundreds)
8. 22 Commodity Prices (1947-1949 =  100)
9. N onagricultural Em ploym ent (m illions)
10. Unemployment (m illions—inverted)
11. Corporate P rofits (billions of dollars—annual
ra tes)
12. B ank Debits Outside New York City (billions of 
dollars)
13. F reigh t Carloadings (1947-49 =  100)
14. Industrial Production (1947-49 =  100)
15. Gross N ational P roduct (billions of dollars— 
annual ra tes)
16. Nonfood W holesale Prices (1947-49 =  100)
17. Personal Income (billions of dollars—annual 
ra tes)
18. R etail Sales (billions of dollars)
19. Installm ent C redit (billions of dollars)
20. B ank Rates (percent)
21. M anufacturing Inventories (billions of dollars)
This experience shows up very well in new 
orders for durable goods (leading group), in 
industrial production (coincident group), and 
manufacturers’ inventories (lagging group), 
where the peaks reached in June and July 
of 1959 reflect a definite hedge against the 
strike. The actual effects of the strike are
visible in nearly all of the 21 indicators of 
business activity.
With the steel settlement, a rather sharp 
and rapid expansion in a number of the in 
dicators in all three groups occurred (e.g. 
average hours worked, new incorporations, 
nonagricultural employment, unemployment
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inverted, freight carloadings, personal in 
come, manufacturing inventories). One of 
the notable features of the post-strike period, 
however, is that the rebound in those series in 
the leading group has not carried these meas 
ures above the highs of the pre-strike period. 
In considering the experience of the first half 
of 1960, special emphasis may be placed upon 
the behavior of new orders for durable goods. 
New orders lead the actual production of 
these goods in some instances by as much as 
several months, and they similarly precede 
changes in the index of industrial produc 
tion. Now new orders have declined mod 
erately but rather consistently since June of 
1959. The post-strike upswing, then, has not 
been reflected in new order activity. This de 
velopment is associated with post-strike 
changes in industrial production, which at 
tained a January high in the immediate wake 
of the strike. Declines in February and March 
from the January high have occurred in 
durable goods and mineral output. The index 
held at March levels in April, with increases 
in the output of nondurables just offsetting 
declines in durables and mineral output.
In a like manner movements in one of the 
lagging series—manufacturers* inventories— 
cast light upon whether changes in industrial 
production reflect strength of final demand 
or represent inventory accumulation. Espe 
cially notable is the rapid buildup in manu 
facturers’ inventories since last November. 
From November through March manufac 
turers’ stocks rose by $2.7 billion, suggesting 
the importance of inventory accumulation in 
the post-strike recovery in output. This rapid 
and large buildup in inventories is also strik 
ing testimony to the very ample productive 
capacity that today exists in virtually all seg 
ments of industry. Some a n a l y s t s  have 
pointed out that inventory/sales ratios are 
at modest levels in the light of historical ex 
perience. A combination of influences has 
produced a longer-term decline in these ra 
tios, however, in which higher interest rates, 
the greater effectiveness of business con 
trols over inventories, and the abundant pro 
ductive capacity in many lines of industry
which reduces time lags in delivery have all 
played a part.
Developments in the construction industry 
also help explain why business has not quite 
lived up to expectations so far this year. 
Total construction contract awards, which 
lead actual construction put in place by 
several m o n t h s ,  reached a seasonally-ad- 
justed peak in the second quarter of 1959. 
They have declined gradually but steadily 
since. In the first quarter the seasonally- 
adjusted dollar value of total construction 
contracts (residential, nonresidential, and 
heavy engineering) was 24 percent below 
the second quarter of 1959. From Chart 1 
it is apparent that a major portion of this de 
cline is explained by the fall in residential 
contracts. Heavy engineering awards, partic 
ularly outlays by utility companies, also 
account for a major share of the decline in 
recent months. The projected increase in 
business spending for plant and equipment 
cannot be expected to produce any very sig 
nificant reversal in the cloudy outlook for 
construction, for most of the increase will 
r e f l e c t  modernization and upgrading of 
equipment rather than increases in plant 
capacity. The latter have the greatest im 
pact upon construction.
The projected increase in business spend 
ing for plant and equipment has been one of 
the factors offering encouragement in re 
cent weeks. Two surveys completed early in 
1960 anticipate an increase in capital ex 
penditure. The Commerce-SEC Survey of 
plant and equipment expenditures indicates 
that total outlays in 1960 will be about 14 per 
cent higher than in 1959. The McGraw-Hill 
Survey, released in late April, showed an an 
ticipated increase of 16 percent. The Mc 
Graw-Hill Survey also showed that business 
men were expecting an 8 percent increase in 
annual sales. Such a rise is not so far ap 
parent, and there is therefore a possibility 
that the capital spending anticipations may 
be slightly high. For example, there has been 
no tendency for the new orders for durable 
goods series to expand in recent months, a 
development that is to be expected with the 
increase in spending intentions.
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Anticipated outlays of $37 billion in 1960 
for business spending on plant and equip 
ment equal the record level set in 1957 in 
value, though not in actual physical volume. 
However, in analysing the present business 
situation and outlook, the main consideration 
is the increase to be expected in the rate of 
spending for this purpose between the cur 
rent quarter and the final quarter of this 
year. Significantly, the projected increase in 
the rate of spending between 1960-11 and 
1960-IV is only 4 percent. In other words, 
most of the advance in the rate of spending 
on this category has already taken place 
and it cannot be expected to make much net 
contribution to total spending in the second 
half of the year.
Prospects for the second half of the year 
are also heavily dependent upon consumer 
expenditure. Surveys of consumer buying 
intentions completed during the first quarter 
imply that households plan to step up their 
spending in the coming months. This factor 
may be contrasted with retail sales volume 
during the first four months of the year. In 
the first quarter consumer buying was 
lethargic, but in April retail sales jumped 
encouragingly to $18.9 billion, increasing 3 
percent over March and exceeding the pre 
vious high of last October. One should be 
cautious in interpreting this advance, how 
ever, because it may have represented a 
bunching of purchases deferred from Febru 
ary and March. In other words, one reason 
why April sales look good is that March 
and February retail sales were sluggish. A 
continued strength of retail sales in May 
would be clearer evidence of the degree of 
support that aggregate economic activity 
can expect from the consumer in coming 
months.
The cross-currents in economic activity 
since the start of the year have had their im 
pact upon the financial markets. Interest 
rates ebbed slightly, common stock prices 
declined, the historically unusual gap be 
tween dividend yields and interest rates 
narrowed as the immediate threat of infla 
tion subsided, and some evidences of a less 
restrained tone in the money and capital 
markets were apparent.
Certainly one important factor in the more 
moderate tone of the credit and capital 
markets was the shift that occurred in the 
cash budget position of the federal govern 
ment from net deficit to net surplus. As a 
result the needs of the Treasury for new cash 
diminished and pressures on the financial 
markets from this source eased. The Trea 
sury is normally a net supplier of funds to 
the money market in the first quarter, but 
this year the reduction of $3 billion in the 
marketable debt was the largest since the 
first quarter of 1956. So far in 1960, cor 
porate and municipal security offerings have 
been lighter than in recent years, another 
factor contributing to easier conditions.
To summarize, in the present situation the 
forces of expansion and contraction are 
delicately balanced. The plateau upon which 
the aggregate economy has rested during the 
first half of 1960 is rather unusual, and it is 
interesting to glance backwards. There are 
very few periods in the recent past to which 
the projected plateau in the first nine months 
of 1960 can be compared. One such experience 
lasted from mid-1951 until mid-1952 and was 
characterized by inventory liquidation and a 
gradual expansion in defense spending that 
eventually raised the level of aggregate 
economic activity. The inventory situation is 
not quite as severe now as in 1951-52, but at 
the same time projected increases in final de 
mand are also quite modest. One may also 
profitably recall that as a period of cyclical 
expansion such as the aggregate economy 
has experienced since April 1958 nears its 
end, the number of processes and industries 
that contribute to expansion typically de 
clines. The pace of business expansion be 
comes very moderate in its last stages. Sim 
ilarly, the declines in the first month or two 
of contraction are also moderate. As a guide 
to practical action, the most useful view now 
is that the level of aggregate business activity 
will show little change in the course of the 
next few months.

















Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Una
1959 
M arch ............ 107.6 115.1 107.3 131.8 96.3 97.8 100.0 107.2 92.1 92.1 96.
A pril ________ 111.7 115.6 107.3 128.5 98.1 97.8 102.7 108.0 92.1 91.0 129.
May .................. 114.8 114.3 120.0 124.4 100.0 101.9 104.1 108.0 92.1 91.4 149.
June .............. 118.5 113.8: 132.7s 119.3 101.8 100.3 101.4’ 105.2 93.1 89.7 162.
Ju ly  _________ 118.0 112.4 136.4 120.6 107.4 102.6 102.7 102.4 92.1 93.6 170.
August _ 119.8 112.8 138.2 118.5 105.6 100.4 104.1 103.3 92.1 93.9 166.
Septem ber ___ 111.9 106.5 127.3 109.4 51.8 51.3 100.0 98.5 50.5 51.3 154.
October _____ 112.4 109.4 134.5 123.0 51.8 51.7 116.4 102.7 50.5 51.7 133.
November ...... 109.9 109.0 127.3 122.0 50.0 51.0 116.4 109.0 48.5 47.6 116.
December 108.9 110.2 120.0 124.1 53.7 55.8 104.1 102.0 47.5 46.8 103.1
1960 
Jan u ary  .......... 104.9 111.2 110.9 130.2 70.4 71.6 105.5 104.4 47.5 47.7 86.
F ebruary  ____ 105.4 113.0 109.1 129.4 77.8 79.1 101.4 110.1 62.4 63.3 79
M arch ______ 106.8** 114.2** 107.3** 131.8** 103.7** 105.3** 100.0** 107.2** 69.3** 69.3** 74










Una< IUnadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1959
M arch ......  114.2 137.1 137.8 152.8 185.0 183.5 65.0 65.1 331.0 331.0 181. |
A pril . . ___ 119.6 135.4 146.1 151.1 196.5 188.8 64.8 49.6 321.4 323.3 186. |
May _____.....  131.5 142.9 153.1 150.0 173.3 176.6 • 92.8 78.9 310.9 311.8 177. |
June ____ 129.3 132.1 153.4 146.5 176.4 178.5 92.3 84.2 331.0 323.9 192.
Ju ly  ___ ......  134.5 139.2 157.7 149.8 184.4 199.6 107.3 . 130.8 341.9 339.9 191.
A ugust __ ___ 108.9 99.1 107.4 104.3 110.5 119.7 44.4 53.6 332.3 337.0 188.
Septem ber ....  72.0 62.2 45.9 43.1 0.0 0.0 0.0 0.0 338.3 340.0 202.1
October ..... ....... 83.3 65.7 41.4 40.3 0.0 0.0 0.0 0.0 329.8 332.1 204.
November . 83.4 73.8 43.8 41.6 0.0 0.0 0.0 0.0 327.4 329.7 209J
December .___  64.6 65.9 38.9 39.7 0.0 0.0 0.0 0.0 338.3 338.3 200.
1960
Jan u ary  ... ... . 45.4 49.2 40.1 43.4 0.0 0.0 4.3 4.8 331.8 328.5 186.
F ebruary  ........ 69.6 79.7 74.4 81.3 49.4** 46.4** 9.0** 8.4** 341.9 333.6 183
M arch ___
A pril ____








Adj.—A djusted for seasonal variation. I 
1Computed from estim ates of Unemployment Compensation Commission of M ontana. Estim ates include all full- I 
month.
U nem ploym ent Compensation Commission of M ontana. N um ber of work applicants a t  end of month. 
8Computed from kilow att hour sales of M ontana Pow er Company, M ontana-Dakota U tilities Company, Pacific I 
users for consumption w ith in  M ontana, reduced to hourly average kilow att hours per month.
^Computed from reports of Board of Railroad Commissioners of the S tate of M ontana, comprising to tal carloacl 
•Computed from  reports of U. S. B ureau of Mines. Daily average.
•Computed from  reports of Oil and Gas Conservation Commission of M ontana. Daily average.
7Computed from reports of Federal Reserve B ank of M inneapolis, based on data from  banks in 16 M ontana col 
•Federal Home Loan B ank Board. Nonfarm  mortgage recordings of $20,000 or less.
•Computed from reports of Federal Reserve B ank of M inneapolis, based on dollar sales of 80 to 89 departm ent an I 















C ons um pti o n3 
Unadj. Adj.
1959
85.4 89.4 100.3 106.9 139.3 142.3 20,045 13,067 193.0 1 8 9 .6 _____ ___ M arch
86.8 89.6 103.3 105.9 141.2 142.3 14,455 11,936 195.9 187.6 _____ ____ A pril
89.1 89.0 105.6 105.6 143.6 141.5 11,541 13,085 192.3 183.5 .. - _____ May
92.3 90.1 108.6 105.4 146.3 140.4 11,049 13,742 201.4 195.5 . ____ Ju n e
93.2 89.1 108.9 105.1 137.0 134.4 7,792 11,896 203.1 214.0 _____ Ju ly
92.3 88.8 109.7 103.8 143.6 142.5 7,777 15,370 182.3 187.6 A ugust
90.0 87.5 107.5 102.6 144.7 142.8 8,802 17,818 140.0 142.8 ____ Septem ber
87.3 86.0 109.7 107.5 149.0 145.5 10,166 17,898 135.5 144.1 ....... October
86.4 85.0 109.2 107.9 145.9 148.6 17,740 19,733 143.0 151.5 ___ November
85.0 86.0 111.7 108.6 147.5 150.0 20,168 16,586 143.6 145.9 .......... Decem ber
1960
81.8 85.0 103.6 110.7 144.7 148.7 24,452 16,097 163.1 159.4 ___ ... Jan u a ry
81.4 85.0 103.3 111.3 144.7 148.7 23,066 14,056 185.3 173.5 . F ebruary
82.3** 86.2** 103.3** 110.1** 145.5** 148.6** 21,543 14,192 213.2 208.8 . M arch
84.1* 86.8* - 106.7* 109.4* 149.0* 150.2* 16,153 13.338 ___  A pril
Nonfarm Mortgage Recordings (Unadj.)*
Savings Insur- Agricultural
& Loan ance Comm. Dept. Store Prices10
Total Assocs. Cos. Banks Others Sales9 Livestock Crops
(fl,000) (5 1 ,000) (5 1 ,000) (5 1 ,000) (5 1 ,000) Unadj. Adj. Unadj. Unadj.
1959
N A . N.A. N.A. N.A. N.A. 108.9 135.8 106.0 74.0 _ _ _  M arch
7,711 3,107 316 2,680 1,608 119.7 125.5 109.0 73.0 _ ....... A pril
7,222 2,885 223 2,939 1,175 121.9 124.9 108.0 76.0 „ .............. .... . May
7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 _ - __
6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 - - —____  Ju ly
6,731 2,198 476 2,667 1,390 147.4 129.9 106.0 77.0 A ugust
6,212 2,388 205 2,458 1,161 132.2 122.6 106.0 75.0 - - Septem ber
6,771 2,105 418 2,658 1,590 138.4 124.0 101.0 77.0 - _________ _ __ October
4.450 1,132 341 1,844 1,133 140.3 118.4 95.0 78.0 Novem ber
6,873 1,759 466 3,104 2,544 205.5 123.6 94.0 79.0 - Decem ber
1960
5,200 1,150 455 2,285 1,310 80.4 128.4 93.0 78.0 - ... Jan u a ry
4,687 1,351 343 1,776 1,217 74.8 116.3 94.0 78.0 - _ __________. F eb ruary
5,023 1,469 716 1,862 976 89.2 111.2 105.0 79.0 . ___ M arch
1,862 102.0 80.0 ._ . —- ____A pril
101.0 82.0 . — _____ May
, —Prelim inary * *—Revised
i me wage and salary  w orkers who w orked or received pay during  the  day period ending nearest the  15th of the
Light Company, Bonneville Pow er A dm inistration, and the  B ureau of Reclam ation to com m ercial and industrial 
i ght loaded a t  M ontana points. Daily average.
Daily average.
[tores in M ontana. Daily average.
Adjusted for seasonal variation: This means that intra-annual repeti 
tive fluctuations in the business indicators occasioned by the effects of 
climate, custom and convention have been allowed for statistically. 




Just as the interpretation of national de 
velopments in recent months is clouded by 
the steel strike aftermath, so also evaluation 
of the business situation in Montana is made 
difficult.
Economic developments in recent months 
may be summarized first by considering 
monthly personal income payments in Mon 
tana. Personal income payments seasonally 
adjusted at annual rates reached a peak in 
April 1959, drifting down slowly in the 
months immediately following and falling 
precipitately during the copper strike. Re 
cent months have displayed a recovery that 
may be expected to continue, but to date it 
has failed to approach a level near that of 
last year’s peak. In March personal income 
payments were still 6 percent below the 
level reached in April 1959.
To appraise Montana’s situation, let us con 
sider for a moment the agricultural segment 
of the economy. One cause of the readjust 
ment in Montana’s economy is found here. 
Cash receipts from farm marketings were 
slightly lower in calendar 1959 than 1958. 
Preliminary estimates show, however, that 
the fall in cash receipts below year-earlier 
levels has become much more pronounced 
in recent months. In the eight months be 
tween July 1959 and February 1960, total
cash receipts from marketings amounted to 
$326 million in contrast to $377 million in the 
comparable 1958-59 period. Of this decline of 
14 percent, the largest share was accounted 
for by lower cash receipts from crops. The 
impact of this lower level of cash receipts 
and net farm income has been evident in 
those local and regional economies through 
out the state dependent upon agriculture. 
Present indications are that agricultural in 
come will be no lower in 1960 than in 1959. 
Crop prospects, particularly for wheat, are 
good. Livestock prices are expected to de 
part only slightly from present levels.
Developments in the nonagricultural seg 
ment of the economy are summarized in 
Charts 2 and 3 (seasonally adjusted non 
agricultural employment, and cyclical up 
swings in employment). The impact of the 
copper strike shows up very clearly in both 
economic measures. But even more impor 
tant in recent developments than the impact 
of the strike is the fact that nonagricultural 
employment reached a peak in April 1959 
well in advance of the onset of the copper 
strike. In the same month job applicants 
with the State Employment Service reached 
a low point in the current cyclical expansion. 
In April — percent of the insured labor force 
were unemployed. This compares with a na 
tional average of about 5 percent. Thus in ad-
C H A R T 2
MONTANA: NONAGRICULTURAL EMPLOYMENT, 
M onthly Average 1950-59 and M onthly 1959-60
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CHART 3
COMPARISON OF THE RECOVERIES IN  U. S. AND MONTANA 
NONAGRICULTURAL EMPLOYMENT FROM 
3 POSTWAR CYCLICAL LOW POINTS
dition to agriculture, whose behavior indi 
rectly influences the nonagricultural seg 
ment of the economy, certain important non 
agricultural areas of the economy have failed 
to respond during the present phase of cycli 
cal expansion.
Chart 3 compares the expansion in Montana 
and U. S. nonagricultural employment in the 
months following three postwar cyclical lows. 
Although comparison between the experi 
ence of the state and that of the nation 
should not be too rigidly drawn because their 
cyclical sensitivity is not equal, a rough com 
parison is possible. In every instance, ex 
pansion in Montana nonagricultural employ 
ment failed to keep pace with that in the 
United States. Particularly disturbing is the 
comparison of state and national experience 
in the months following the most recent 
(April 1958) cyclical low. Montana non 
agricultural employment has failed to re 
spond satisfactorily during these months.
Especially significant have been develop 
ments in mining and primary metal manu 
facturing. The many fewer employment op 
portunities in these industries are witness to 
the nature and the reduced level of opera 
tions in Montana. Developments in these in 
dustries have produced a high level of struc 
tural unemployment that cannot be easily 
relieved. Accompanying the decline in em 
ployment in mining and smeltering was a 
fall off in construction employment that re 
flected a variety of causes. These included 
a reduced volume of both residential and non- 
residential construction, road and bridge 
building, and defense installations, as well 
as the virtual completion of the Noxon Ra 
pids Dam.
Among the basic nonagricultural indus 
tries, lumber and timber products continues 
to hold its own well following a dip in the 
latter half of 1959. This condition is to a mea 
surable degree the result of further diversi 
fication in this industry which makes it less 
dependent than formerly on fluctuations in 
the volume of residential construction. One 
problem it faces in the coming months, how 
ever, is the apparently high level of current 
lumber inventories in relation to anti 
cipated residential construction activity. This 
situation is likely to limit improvements in 
this industry in coming months to the normal 
seasonal magnitude.
Retail sales and, to a lesser extent, employ 
ment in retail and wholesale trade have also 
mirrored these basic developments in Mon 
tana’s economy. Retail sales as measured by 
department store sales have followed closely 
the trend in state total personal income pay 
ments.
In looking at the short-term prospects for 
Montana’s economy, one may realistically ex 
pect that, given favorable weather, agricul 
tural income should move up from the low 
levels of recent months. In the nonagricul-
9
tural segment construction appears to be the 
strongest positive factor. The volume of con 
struction contract awards in the first quar 
ter was 40 percent above the comparable 
period last year. This difference cannot be 
explained simply by a change in highway 
department policy respecting the timing of 
road awards. Another plus factor is the high 
national level of personal income, which is 
bound to assure an excellent tourist year 
in Montana.
Developments in mining, nonferrous man 
ufacturing, and lumber products will be tied
in closely with national economic develop 
ments. These point to little change in the 
present level of aggregate economic activity. 
Under these circumstances little further re 
covery in the mining and metals industry 
is to be anticipated. In lumber products 
little more than seasonal changes should be 
planned for.
In sum, Montana businessmen would be 
wise at the present time to base their short 
term planning on no more than normal sea 
sonal changes in activity.
LOCAL BANK DEBITS 
(1947-1949 =  100)
Billings Butte Glftndive Great Falls Kalispell Malta Miles City Missoula
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj..
1999
March _ 226.8 237.5 143.5 138.8 200.9 207.5 163.7 181.5 155.6 183.3 124.0 146.4 133.3 154.8 215.2 224.4
April 233.4 244.9 136.3 140.2 224.6 228.0 172.2 185.0 159.2 197.8 145.6 164.1 135.0 153.6 238.9 252.8.
May _ 213,7 240.1 135.4 148.8 215.6 242.8 167.0 191.1 160.2 171.0 134.2 150.1 122.5 144.6 216.8 230.6
June _ 232.0 238.9 146.8 133.1 219.1 228.2 176.5 181.2 181.2 174.1 140.5 135.2 131.2 144.0 248.2 235.9
July _ 224.8 229.8 142.0 146.1 203.2 222.8 169.6 175.0 181.7 168.6 128.6 154.7 139.6 168.8 270.3 267.9
August 230.9 240.3 128.0 141.1 222.6 254.1 179.1 186.4 205.0 184.7 133.1 164.7 139.7 165.9 244.1 240.0
Sept. .. 250.4 232.1 126.1 121.4 228.6 248.7 191.3 163.8 224.2 203.3 146.4 131.8 175.2 162.7 257.0 229.5
Oct. 261.1 225.3 125.5 117.4 241.1 196.5 186.3 160.6 195.9 183.4 169.7 130.7 228.1 162.7 248.0 226.5-
Nov. ___ 274.0 251.4 119.1 120.7 289.8 241.5 189.2 184.6 179.3 169.5 223.3 186.4 256.7 187.5 245.3 251.1
Dec. __.. 263.4 244.3 121.4 111.8 230.4 207.0 179.8 171.9 179.4 169.2 170.6 140.5 207.8 179.0 244.2 227.4
1960 
Jan. __.. 229.3 231.8 110.1 111.8 218.2 207.6 190.6 177.8 181.2 182.3 160.2 154.3 166.5 166.2 228.3 237.6
Feb. .._ 227.9 252.7 111.1 118.1 198.1 213.0 166.9 182.4 178.6 196.7 133.2 155.1 139.0 169.3 243.8 288 2
March .225 .2 233.8 129.7 125.2 191.6 196.9 163.6 181.4 154.4 181.4 122.7 144.4 146.3 169.9 249.7 258.5
April 220.0 230.8 127.1 130.8 202.3 205.4 170.5 183.1 150.0 186.3 126.0 142.0 140.3 159.6 219.2 232.0
Adj.—Adjusted for seasonal variation
1Computed from reports of Federal Reserve Bank of Minneapolis. Daily average.
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PROFILE OF THE MONTANA VISITOR1
JOHN S. W RIGHT 
Professor, School of Business A dm inistration 
M ontana S tate U niversity, M issoula
Once again the tourist season is upon us. 
By the time this issue of the Montana Busi 
ness Review  is in your hands, thousands of 
visitors will be pouring into the Treasure 
State in order to view her scenic wonders, 
breathe her fresh air, and fish her trout 
streams. The next three months will be 
busy ones for those residents of Montana 
who serve the wants of vacationers in our 
state.
Nearly everyone living in Montana recog 
nizes the importance of the tourist industry 
to our state’s economy. We hear that out- 
of-state residents bring approximately $100 
million to our business establishments 
annually. While an appreciable portion of 
this amount comes from visitors who are in 
our state for business purposes, the biggest 
share—from $55 to $70 million—comes from 
tourists.
There is a great deal of discussion from 
time to time on the need to exploit more fully 
this source of revenue. But though debates 
over various proposals for getting more visi 
tors to come to the state or for persuading 
those who have already come to remain 
longer are common, most Montanans—even 
those people whose livelihoods depend on the 
tourist dollars—know very little about these 
strangers in our midst. The purpose of this 
short article is to mitigate this ignorance by 
describing in a series of short statements the 
“typical” or “average” Montana visitor. The 
reader must bear in mind, of course, that 
there is no such animal as an average tourist. 
What is described is a statistical man. The 
description comes from an analysis of a 
sampling of tourists in Montana during the 
summer of 1958.
In spite of this limitation, it is our hope 
that a careful examination of the facts of 
this article will give Montanans a better un 
derstanding of the tourist and thus enable 
them more satisfactorily to serve his needs.
Only in this way can the tourist industry in 
our state be expected to prosper.
•  The average tourist party numbers 
slightly over three persons.
•  The party will frequently contain no 
children under eighteen years of age.
•  Adult members of tourist parties tend 
to span the entire range of ages in a fairly 
equal pattern.
•  The head of the tourist party usually 
works in a professional or technical occupa 
tion, or as a manager, proprietor, or official.
•  The Montana visitor probably comes 
from Canada, Washington, California, Min 
nesota, North Dakota, Idaho, or Illinois.
© He takes annual vacations, probably 
somewhere in the West.
•  The principal destination for his vaca 
tion trip is Montana, the Rocky Mountain 
States, the West Coast, or Canada.
•  His decision to visit Montana was made 
jointly with his wife during the three months 
prior to their arrival in the state.
•  He has probably been in Montana be 
fore (more than one-half of our visitors have 
been), and often has friends or relatives who 
have visited Montana.
O His trip will take about three weeks, 
for which he has budgeted $411.
•  As a rule, he does not make advance 
reservations for overnight accommodations.
•  He will stay in Montana about four 
nights, and will travel 250 miles per day 
while he is here.
m For him, Yellowstone and Glacier Na 
tional Parks are the principal attractions in 
Montana. *S.
’The factual data  for this artic le w ere obtained from  
Tourist Travel and E xpenditures in  Montana: A  
S tu d y  o f H ighw ay B enefits, a  study m ade during 
the  sum m er of 1958 by W illiam  S. P eters  and  John
S. W right fo r the  M ontana S ta te  H ighw ay Com 
m ission in  cooperation w ith  the B ureau  of Public 
Roads, U nited S tates D epartm ent of Commerce.
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•  The Montana cities he is most likely to 
visit are East Glacier, Missoula, Kalispell- 
Whitefish, Billings, Livingston, Laurel and 
Great Falls.
•  Sight-seeing will be his principal ac 
tivity in Montana. Visiting historic spots, 
observing nature, and attending rodeos and 
horseshows are common ways of sight-seeing.
•  The Montana visitor is passive rather 
than active in his preferred pursuits. He 
takes many pictures.
•  Montana scenery impresses him greatly.
•  He considers our people friendly and 
courteous.
•  If he is a camper, he wishes there were 
more and better campgrounds.
•  His party will spend $22 per day, broken 
down as follows:
Lodging ___ ..._____   $5.95
Meals, on prem ises___ ______   4.82
Groceries__________________  1.60
Gasoline and automotive costs 7.26 
Other expenses_____________  2.46
•  He probably plans to return to Mon 
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TOURIST SURVEYS IN MONTANA1
By PAUL R. DEVINE 
T raffic Supervisor 
P lanning Survey 
M ontana State H ighway Commission
Montana has been intensely interested in 
tourists, its third largest industry, since the 
early thirties. The first organized effort to 
obtain some data on this large segment of 
industry was made by the Montana Highway 
Maintenance Department in 1935. This early 
survey was conducted by means of return 
post cards distributed to out-of-state visitors, 
by some method quite obscure at this date. 
The results of this early study indicated that 
approximately 1,300,000 tourists spent $25,- 
000,000 in Montana during 1935. This 
amounted to an average expenditure of about 
$3.80 per person for each day spent in our 
state.
In 1936 four tourist courtesy stations 
were constructed on main tourist routes near 
the state line. Out-of-state motorists were 
requested by signs to stop voluntarily at these 
stations to obtain general information con 
cerning tourist attractions, accommodations, 
and local road conditions. Additional cour 
tesy stations were constructed and operated 
over the years until a maximum of eleven 
were in operation during the summer months 
from 1955 through 1957.
Station attendants were charged with the 
task of counting all inbound out-of-state
'This paper was presented a t the  W estern Associa 
tion of S tate H ighway Officials N inth  Highway 
P lanning Conference, Helena, M ontana, A pril 26, 
1960.
motorists as well as supplying the required 
information to those tourists who voluntarily 
stopped at the stations. The attendants also 
distributed return post cards to every out-of- 
state visitor stopping at the stations during a 
specified period each summer. These post 
card questionnaires, which the out-of-state 
visitors completed and returned, formed the 
basis for data on average expenditures, aver 
age days spent in the state, miles traveled, 
etc. The actual year-to-year variation in 
tourist travel was determined from the port- 
of-entry counts of inbound out-of-state pas 
senger cars. Supplementary traffic counts 
were also made periodically at the port-of- 
entry stations to determine the seasonal and 
hourly variations in out-of-state travel.
The probable shortcomings of this system 
of sampling had been realized for some time. 
We knew that only a small proportion of the 
total of out-of-state travelers stopped volun 
tarily at the courtesy stations. Only this 
small group received the post cards, and of 
these only about 30 per cent returned the 
questionnaires. 'No data were being obtained 
on the Montana motorist traveling within the 
state for pleasure, and the expansion factors 
developed from some of the earlier more com 
prehensive surveys were suspected of being 
obsolete.
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A decision was reached in 1958 to conduct 
a comprehensive survey of all segments of 
Montana’s tourist industry. This study was 
undertaken as a joint venture by the Montana 
Highway Planning Survey, the Bureau of 
Public Roads, and personnel from Montana 
State University. The primary objective of 
the survey as defined in the Section 210 Act 
of 1956 was “to determine the direct or in 
direct benefits accruing to any class from the 
presence of Federal Aid highways.” Other 
objectives were to determine the contribution 
that is made by the traveler to the overall 
economy of Montana and to obtain additional 
data on transcontinental origins and destina 
tions.
The 1958 tourist survey was designed to 
overcome most of the shortcomings of our 
previous methods of sampling. In order to 
obtain data on all phases of the tourist in 
dustry it was decided to conduct two separate 
studies simultaneously.
The first study was primarily an accommo 
dation occupancy survey conducted under 
the direction of W i l l i a m  S. Peters and 
John S. Wright of the Montana State Uni 
versity faculty. Carefully selected samples 
were drawn from complete lists of all tourist 
accommodations including campgrounds and 
trailer parks. Detailed interviews were then 
obtained from the tourists at the accommoda 
tions previously selected. The operators of 
the tourist establishments were also inter 
viewed concerning the percent of occupancy 
throughout the year. Various checks were 
introduced into the sampling procedure to 
insure an unbiased sample.
Some of the more important data obtained 
from the tourist occupancy study are as fol 
lows:
1. Detailed breakdown of travel costs.
2. Detailed breakdown of mileage traveled 
in state.
3. Occupation of head of party.
4. Number of Montana tourists and their 
expenditures within the state.
5. Influence of friends and relatives on trip 
decision.
6. Influence of prior visits to state.
7. Influence of advertising.
8. Planning of stopovers and routing.
9. Origin and destination.
10. Number of days spent in Montana and 
on entire trip.
11. Amount of money budgeted for entire 
trip.
12. Tourist objectives and activities in the 
state.
A wealth of detail was obtained from this 
phase of the study. Such information as the 
detailed breakdown of travel costs, the num 
ber of Montana tourists within the state, and 
the income brackets of tourists using various 
types of accommodations was obtained for the 
first time in Montana.
The second phase of the study was con 
ducted by the Highway Planning Survey. It 
consisted primarily of roadside interviewing 
of both inbound and outbound traffic at sev 
enteen locations near our state line. Each 
station was operated for at least sixteen 
hours (6 a.m.-lO p.m.) once each month from 
June 15 to September 15. In addition to the 
summer interviews and counts, supplemen 
tary classification counts were taken at each 
station during the spring, fall, and winter 
months. These counts enabled us to estimate 
seasonal variations in out-of-state t r a v e l .  
They were used extensively in expanding 
both the roadside and the tourist occupancy 
interviews.
A total of slightly over 19,000 roadside 
interviews were obtained during the tourist 
season. Some of the more important data ob 
tained from this phase of the study are as 
follows:
1. Origin and destination
2. Purpose of trip
3. Trip duration
4. Principal objective of trip
5. Number of days spent in state
6. Type of accommodations used on previous 
night
7. Average daily expenditures for food and 
lodging
8. Miles traveled in Montana
9. Miles traveled on entire trip
10. Number of house trailers and camping 
units
The results of the two separate studies on 
most comparable items were fairly consistent. 
There were, however, some apparent dis 
crepancies in average expenditure per party 
day and total number of tourist party days 
spent in the state.
The level of expenditure obtained from 
three separate sources on the detailed estab 
lishment occupant questionnaire ranged from 
$22.10 to $22.87 per party day. A detailed 
breakdown of these expenditures indicated 
that about 50 per cent of the total was spent 
for food and lodging. This proportion com 
pares very favorably with estimates from 
other sources.
The roadside interview data, after being 
adjusted to the same party day base, indi 
cated an average expenditure of about $14.00 
for food and lodging or a total expenditure of 
approximately $28.00 for all items per party 
day.
The only logical explanation that can be 
advanced at this time for the apparent five 
to six dollar discrepancy per party day is the 
tendency of the tourists to remember the 
amount spent for essentials such as food and 
lodging and to forget or under-report inci 
dental spending. After due consideration of 
all factors involved, an average total expendi 
ture of $27.50 per party day was used to com 
pute income from tourists.
The other most important factor involved 
in computing total income from the tourist 
industry is an estimate of the total number 
of tourist party days spent in the state. At 
least three methods were used to arrive at 
this estimate.
Occupant checks of a reasonable sample of 
all tourist accommodation establishments in 
cluding campgrounds were made periodically 
during the year. The estimate resulting from 
this method was about 1,700,000 party days 
of tourist occupancy for the year.
The second method employed was inter 
views with operators of commercial estab 
lishments catering to the tourist trade. Ques 
tions were asked concerning their summer as 
well as their off-season occupancy. Expan 
sion of these data yielded an estimate of about 
1,900,000 tourist party days.
The last and most liberal estimate of total 
tourist party days was obtained by expanding 
the seasonal classification counts taken at the 
seventeen port-of-entry stations. This esti 
mate was approximately 2,600,000 tourist 
party days. Again we were forced by the 
presence of too many sources of data to recon 
cile three separate estimates and a final fig 
ure of about 2,000,000 tourist party days for 
the year 1958 was used.
The fact that such reconciliations were 
necessary does not detract from the value of 
this tourist study. Had the various surveys 
yielded only one means of expanding to a 
final total of tourist travel and expenditures, 
we should have been spared some difficulty 
in reconciling separate estimates. On the 
other hand, the several independent estimates 
give confidence that the final figures are at 
least in the correct general range and fairly 
conservative.
One of the more important findings of our 
tourist study was the importance of the Mon 
tana tourist traveling within the state. This 
long-neglected figure in Montana’s tourist 
picture apparently contributes over $12,- 
000,000 annually, or about 15 per cent of the 
total revenue derived from all motorists trav 
eling for pleasure within the state.
Another interesting fact made clear by the 
survey is that approximately one-half of the 
campers came from the so-called higher in 
come categories such as professional and tech 
nical services, managers, and proprietors. 
This leads to the conclusion that at least a 
large number of our campers are camping 
by choice rather than necessity. Their num 
bers are definitely increasing each year.
The tourist industry in Montana has ad 
vanced rapidly since the first survey was 
made in 1935. The amount spent by out-of- 
state visitors, estimated at $25,000,000 in that 
year, had increased to a b o u t  $90,000,000 
by 1958. Although the spiraling curve of in 
flation can be blamed for part of this in 
crease, the tourist industry still remains big 
business in Montana.
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THE IMAGE OF YOUR BUSINESS
JOHN S. W RIGHT, Professor 
School of Business A dm inistration 
M ontana S tate University, M issoula
Fashions in the realm of business manage 
ment are often useful. They serve to remind 
executives that businesses, like individuals, 
must bend to changing conditions, and that 
their customers, employees, and stockholders 
expect them to make the most of new ideas. 
Moreover, while not every new idea has the 
worth claimed for it, nearly every one has 
enough potential value to warrant careful 
study. In other words, the businessman who 
brushes off new ideas as foolish fads runs the 
risk of neglecting techniques which might 
lead to more successful management of his 
business.
One of the latest and most striking ideas on 
the American business scene is the concept 
of the business image. This concept should be 
studied by every business in the state of 
Montana, for thoughtful application of it will 
reward the user for years to come. A knowl 
edge of the way in which the business image 
functions leads to an understanding of much 
otherwise puzzling customer behavior; it is 
therefore essential to the formation of a 
sound business philosophy.
The Concept of the Business 
Image and Its Importance
The term “business image” as it is used in 
this article includes a variety of more limited 
concepts such as the “corporate image,” the 
“brand image,” and the “store image.” Much 
of the business literature dealing with the 
idea of the image is directed to one or the 
other of these three specialized areas. We are 
concerned, however, with the idea of the 
image in general. Every business creates an 
image, whatever its form of organization, its 
method of operation, or its basic function.
Webster defines image as “A mental repre 
sentation of anything not actually present to 
the senses; a picture drawn by the fancy; 
broadly, a conception; idea.” Kenneth Bould- 
ing, in his fine little book, The Image,1 defines 
it as “What I believe to be true,” and con 
trasts it with knowledge, “What is known to 
be true.” Since the image operates in the 
area of feeling or attitude, often the holder 
of an image cannot explain its source; in fact, 
he may not even be conscious of its existence. 
But however seemingly mysterious their 
source and however unconsciously held, im 
ages play an important part in determining 
our behavior toward people, institutions, and 
ideas. Furthermore, the force of habit in our 
lives is so strong that changes in that be 
havior are unlikely to occur unless something 
happens to alter the images which govern it.
The implications of the concept of the 
image to the businessman can easily be il 
lustrated. For example, in recent years 
commercial laundries have experienced an 
appreciable loss of business. At first this loss 
was written off as an inevitable result of the 
increased sales of home washers and driers, 
which obviously removed many homes from 
the market of the laundry firms. Yet the 
number of these appliances was not great 
enough to account for the entire loss; more 
over, do-it-yourself laundry shops were pros 
pering. An explanation had to be found else 
where.
The research firm hired to explore the prob 
lem did the obvious thing; they went to the 
housewives of the nation and asked why they 
were not using commercial laundries for 
(Continued on page 8)
K e n n e th  E. Boulding, The Im age  (A nn A rbor, 





Adj.—Adjusted for seasonal variation. 
Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- 
month.
U nem ploym ent Compensation Commission of Montana. Number of work applicants a t end of month. 
•Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific 
users for consumption w ithin Montana, reduced to hourly average kilowatt hours per month.
‘Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloac 
•Computed from reports of U. S. Bureau of Mines. Daily average.
•Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
C om puted from reports of Federal Reserve Bank of Minneapolis, based on data from  banks in 16 Montana co 
f e d e r a l  Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 departm ent an- 






Lumber & Durable Goods Nondurable
Unadj.
Timber Prod. Mfg. Mfg. Mining’ C'
1959
Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Ur
April ___ ....  111.7 115.6 107.3 128.5 98.1 97.8 102.7 108.0 92.1 91.0 12 5May .. 114.8 114.3 120.0 124.4 100.0 101.9 104.1 108.0 92.1 91.4 14June 118 5 113.8' 132.7' 119.3 101.8 100.3 101.4' 105.2 93.1 89.7 16July  .............- -  118.0 112.4 136.4 120.6 107.4 102.6 102.7 102.4 92.1 93.6 17 iA u g u st........ __ 119.8 112.8 138.2 118.5 105.6 100.4 104.1 103.3 92.1 93.9 16September ___111.9 106.5 127.3 109.4 51.8 51.3 100.0 98.5 50.5 51.3 15:October .... __ 112.4 109.4 134.5 123.0 51.8 51.7 116.4 102.7 50.5 51.7 13;November . -- 109.9 109.0 127.3 122.0 50.0 51.0 116.4 109.0 48.5 47.6 11*December
1960
108.9 110.2 120.0 124.1 53.7 55.8 104.1 102.0 47.5 46.8 10:
January  .....—. 104.9 111.2 110.9 130.2 70.4 71.6 105.5 104.4 47.5 47.7 8<



















10(May _ 1UU.O109.5* 106.5*112.4* 112.0* 121.8* 126.2* 107.4* 102.7* 72.3* 71.7* i f d
Carloadings4 Copper Zinc Crude Oillocal Nonagricultural Production6 Production* Production6
1959
unaaj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Uns
April . 119.6 135.4 146.1 151.1 196.5 188.8 64.8 49.6 321.4 323.3 186May - ...... 131.5 142.9 153.1 150.0 173.3 176.6 92.8 78.9 310.9 311.8 177June 129.3 132.1 153.4 146.5 176.4 178.5 92.3 84.2 331.0 323.9
339.9
192July  .. - -  134.5 139.2 157.7 149.8 199.6 107.3 130.8 341.9August .... 191— 108.9 99.1 107.4 104.3 110.5 119.7 44.4 53.6 332.3 337.0 188September . - -  72.0 62.2 45.9 43.1 0.0 0.0 0.0 0.0 338.3 340.0 202October 83.3 65.7 41.4 40.3 0.0 0.0 0.0 0.0 329.8 332.1 204November ... - -  83.4 73.8 43.8 41.6 0.0 0.0 0.0 0.0 327.4 329.7 209December .. 
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& Utilities Trade Government (Num ber) Consumption*
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1959
86.8 89.6 103.3 105.9 141.2 142.3 14,455 11,936 195.9 187.6 _________ A pril
89.1 89.0 105.6 105.6 143.6 141.5 11,541 13,085 192.3 183.5 __________ May
92.3 90.1 108.6 105.4 146.3 140.4 11,049 13,742 201.4 195.5 _________  Ju n e
93.2 89.1 108.9 105.1 137.0 134.4 7,792 11,896 203.1 214.0 .......... Ju ly
92.3 88.8 109.7 103.8 143.6 142.5 7,777 15,370 182.3 187.6 _____A ugust
90.0 87.5 107.5 102.6 144.7 142.8 8,802 17,818 140.0 142.8 ____ Septem ber
87.3 86.0 109.7 107.5 149.0 145.5 10,166 17,898 135.5 144.1 ______October
86.4 85.0 109.2 107.9 145.9 148.6 17,740 19,733 143.0 151.5 ____Novem ber
85.0 86.0 111.7 108.6 147.5 150.0 20,168 16,586 143.6 145.9 _____ Decem ber
1960
81.8 85.0 103.6 110.7 144.7 148.7 24,452 16,097 163.1 159.4 ... ........  Jan u a ry
81.4 85.0 103.3 111.3 144.7 148.7 23,066 14,056 185.3 173.5 _____ F ebruary
82.3 86.2 103.3 110.1 145.5 148.6 21,543 14,192 213.2 208.8 ________  M arch
84.1 86.8 106.4** 109.1** 150.2** 151.4** 16,153 13,338 219.4 210.2 _________  A pril
85.9* 85.8* 106.7* 106.7* 147.1* 144.9* 10,923 12,384 218.4 208.4 . May
Nonfarm Mortgage Recordings (Unadj.)*
Savings Insur- Agricultural
& Loan ance Comm. Dept. Store Prices10
Total Assocs. Cos. Banks Others Sales* Livestock crops
($1,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj. Unadj. Unadj. 1959
7,711 3,107 316 2,680 1,608 119.7 125.5 109.0 73.0 ________  A pril
7,222 2,885 223 2,939 1,175 121.9 124.9 108.0 76.0 _ .................... . May
7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 . - - __________  Ju n e
6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 - - Ju ly
6,731 2,198 476 2,667 1,390 147.4 129.9 106.0 77.0 - ............. .. A ugust
6,212 2,388 205 2,458 1,161 132.2 122.6 106.0 75.0 -_____  Septem ber
6,771 2,105 418 2,658 1,590 138.4 124.0 101.0 77.0 .... ____  .. October
4.450 1,132 341 1,844 1,133 140.3 118.4 95.0 78.0 - - ___  Novem ber
6,873 1,759 466 3,104 2,544 205.5 123.6 94.0 79.0 _ ...........  Decem ber
1960
5,200 1,150 455 2,285 1,310 80.4 128.4 93.0 78.0 ....______________  Jan u ary
4,687 1,351 343 1,776 1,217 74.8 116.3 94.0 78.0 .... ____ F ebruary
5,023 1,469 716 1,862 976 89.2 111.2 105.0 79.0 .... ........  M arch
6,017 1,717 644 2,008 1,648 125.7 131.8 102.0 80.0 - - ..................  A pril
125.4 128.5 101.0 82.0 _ — ..... May
—Prelim inary  **—Revised
me wage and salary  w orkers who w orked or received pay during  the  day period ending nearest the  15th of the
Light Company, Bonneville Pow er A dm inistration, and the  B ureau of Reclam ation to commercial and industrial
ght loaded a t M ontana points. Daily average.
Daily average, 
tores in M ontana. Daily average.
Adjusted for seasonal variation: This means that intra-annual repeti 
tive fluctuations in the business indicators occasioned by the effects of 
climate, custom and convention have been allowed for statistically. 
For a more com plete discussion see the September 1957 issue of Montana 
Business Review.
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(Continued from page 5) 
household washings. It was discerned that 
while many women, needed and could afford 
commercial laundry service, they were hes 
itant to trust laundries with the clothing of 
their families because the image they held 
of laundries involved rough treatment of 
clothing. It was also discovered that the jar 
gon used by the industry—terms such as 
“rough dry service” and “mangling”—had 
contributed to the formation of this damaging 
impression.
The industry has consequently embarked 
on a campaign to make this image gentler 
and more feminine through changed adver 
tising and selling methods. This task will 
undoubtedly require some time to accomp 
lish, however, since the average housewife 
has held her image of laundries undisturbed 
for many years.
Another illustration of how important the 
image can be to business success is found in 
a report given before a convention of the 
Supermarket Institute in 1958.2 Shoppers in 
an eastern city were interviewed about their 
attitudes toward several food outlets in the 
city. The results show interesting examples 
of the image at work. For example, con 
sumers described a new, modern supermarket 
as “cluttered, crowded” while an out-of-date 
market with one-third the floor space of the 
newer store was described as “huge.” Loy 
alty blinded the eyes of customers viewing 
the two stores; they did not see them as they 
really were. It is easy to see how manage 
ment, looking at the two stores with eyes ap 
preciative of new and efficient store layout, 
could be puzzled by the persistence of con 
sumers in buying at the outmoded store.
The study also reported that each of the 
women patronizing the store possessed a 
mental image of herself, one seeing herself 
as a proper New England homemaker, an 
other as a thrifty buyer, etc. Such a house 
wife feels out of place when shopping in a 
store which does not possess a personality
2Proceedings o f the 21st A nnual Sales Convention, 
Superm arket Institu te  (May 25-28, 1958), pp. 25-34.
appropriate to her self-image. Having found 
a suitable food store, she will not make a 
change unless her mental picture of herself 
or of the various alternative stores changes.
The point is that understanding how the 
business image works is a matter of dollars 
and cents. A faulty image held by the ma 
jority of the potential customers of a business 
can be the cause of its failure. It therefore 
behooves the businessman to work at cre 
ating a desirable image in the minds of his 
present and prospective clientele.
Steps to Follow in Building 
A Better Business Image
If it is agreed that creating a favorable 
business image is important, the question 
which logically follows is how to go about 
doing so. There are a number of important 
steps in this process.
Step One: Recognize the need for a formal 
program of image-building. There is an old 
maxim in management circles: “Everyone 
in the work force gets trained.” Because a 
company which allowed every employee to 
do that which seemed right in his own eyes 
would end in chaos, every well-managed 
business has some sort of formal training 
program in which employees are taught the 
company-approved way of doing things. Re 
sults in this area are not left to chance.
Unfortunately, many businessmen fail to 
exercise the same sort of care in the m atter 
of the image which every business projects 
into the minds of its public. Although this 
image may result in part from planned 
activities such as advertising and public re 
lations programs, it is often due in large 
part to mere accident. For instance, a rude 
sales clerk implants a negative image in the 
minds of every customer she “serves.” 
Furthermore, this normal process of change 
in the image is accentuated by the external 
pressures exerted on the public by the ad 
vertising and other sales promotional activi 
ties of competitors. Thus, the image of a 
given business is constantly being created 
and destroyed.
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The wise businessman must recognize 
the existence of these forces and make some 
attempt to shape the image which his com 
pany projects, since failure to do so means 
entrusting an important factor in the de 
velopment of his business to luck.
Step Two: Ascertain what your present 
image is. Robert Burns’ plea for the “giftie 
. . .  to see ourselves as ithers see us” is most 
appropriate at this stage in the image- 
building process. It is difficult to be objec 
tive, for our self-image, colored as it is by 
our emotions and good intentions, is often 
far different from that which others hold of 
us. Nevertheless, before we can bring about 
a change, we must, so far as possible, deter 
mine what we seem to others to be.
Large organizations have been seeking the 
help of outside research firms to ascertain 
this sort of information. Motivation research 
and public opinion specialists investigating 
the attitudes of the public toward their cli 
ents’ firms have made many interesting dis 
coveries. For example, the banking frater 
nity long operated under the delusion that 
the public desired above all else a feeling 
of security when choosing a bank. Bankers 
accordingly built fortress-like buildings with 
iron bars in front of the tellers’ cages. Un 
fortunately, these maneuvers merely created 
an aura of coldness, aloofness, and unap- 
proachability in the minds of many potential 
customers, who consequently chose to trans 
act their business with friendlier-appearing 
savings and loan associations and small loan 
companies. Having now realized their error, 
some banks have taken down their bars, 
changed the facade of their buildings, and 
started to advertise their “friendly service.” 
A new image is being created.
The small businessman cannot always af 
ford professional help to ferret out present 
attitudes toward his business. He must be 
his own research team. This assignment is 
a difficult one, for it requires the business 
man to divorce himself and his ego from the 
business during the period of investigation. 
He must look at his company as objectively 
as possible, making sure that he does not
act defensively when he perceives a negative 
force in operation. He must also learn how 
to go about obtaining information obliquely 
rather than directly. Honest answers to di 
rect questions such as “What is right and 
what is wrong with my business?” are hard 
to come by, for many people, courteous by 
nature, are unwilling to state an unpleasant 
truth. In other words, the businessman must 
develop a sixth sense about people’s reactions 
to his business if he is to take a meaningful 
inventory of present attitudes toward his 
firm.
Step Three: Define the image desired for 
the business. The principal advantage of in 
vestigating the current business image lies 
in the time it can save in the process of 
creating a planned image. Since the infor 
mation supplied by such an investigation is 
highly desirable but not absolutely essential, 
the businessman whose survey of current 
opinion is necessarily incomplete can never 
theless proceed with his efforts to form a 
more desirable image.
The planned image of any business is de 
rived from the objectives of the business. 
Therefore, before an image can be built, 
these objectives must be clearly in mind— 
and in writing. They must be specific rather 
than general. To be the “best store in town” 
is a nice-sounding goal, but it is too vague 
to be of any real use in an image-building 
program. A store may aspire to many kinds 
of excellence, such as having the widest as 
sortments, or the lowest prices, or the most 
services of any store in the city. An insurance 
agency may strive to be known as the source 
of informed, up-to-date service, or as a place 
where claim settlements are made promptly, 
or as the seller of insurance at reduced rates. 
A barber shop may specialize in “no waiting” 
service, or it may feature distinctive hair 
cutting. But whatever objective he chooses, 
the supplier of goods and services must make 
certain that there is an adequate market for 
the type which he proposes to furnish, and 
that his business is well-equipped to provide 
it.
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Any statement of objectives will touch on 
many facets of the business operation. The 
three factors which probably affect its image 
most are the products it makes or stocks, 
the people it employs, and its advertising. 
Each of these is crucial in the development 
of the image desired, and each of them must 
be made to carry its share of the load.
Step Four: Design a program. When the 
type of image necessary for the achievement 
of a definite business objective has been de 
termined, the time has come to develop the 
actual image-building program. The two key 
words at this stage are consistency and con 
tinuity.
First of all, everyone in the business must 
join in the effort to achieve the desired ob 
jective. To secure full cooperation, the firm’s 
employees should be informed of the goals 
of the new program. In the African Cam 
paign during World War II, General Mont 
gomery found that soldiers fought much 
more effectively when told something of the 
campaign strategy. Similarly, employees can 
be more effective if they know something 
of the business strategy being used. They 
must be made to feel that they are part of the 
team.
Secondly, the product line must be con 
sistent. If the business is a retail store, it 
must stock only those goods suitable to the 
desired image. A quality store should not 
succumb to the temptation of stocking low- 
quality merchandise simply to add a few 
dollars of sales, nor should the low price 
store lay in a few high quality items to lend 
an air of prestige to the place. Such moves 
tend to change or blur the impression cre 
ated by a business and hence prevent cus 
tomers from forming a definite image of it.
A classical illustration of the dangers of 
such inconsistency may be found in the 
marketing history of the Packard automobile. 
Prior to World War II the Packard car was 
the prestige symbol on American highways. 
The slogan, “Ask the man who owns one,” 
aptly expressed the confidence of its makers 
in the security of its position. During the 
Great Depression of the 1930’s when the
market for quality cars was very thin, : 
Packard brought out a lower-priced car 
which was called the Packard Clipper. Cadil 
lac, Packard’s closet competitor, also brought 
out a lower-priced auto, but it was named ; 
the LaSalle. After the war, both companies 
abandoned their depression babies and mar 
keted only their higher-priced models. It 
soon became evident, however, that Cadillac * 
now projected the image of prestige, and it 
was only a matter of time until the Packard 
disappeared from the highways. While it is ; 
not to be inferred that the downgrading of 
the Packard name was the only factor in « 
the equation, it seems reasonable to assume 
that it was an important one. The image of 
the Packard was tarnished by the introduc 
tion of the lower-priced model bearing the 
same name.
Third, the firm’s advertising must also be 
appropriate to the image it seeks to establish. 
For example, the new advertising program 
developed for the laundry industry by its 
own trade association is avowedly feminine 
in its tone, using lots of white space with 
delicate borders to suggest gentleness and 
care, and avoiding dark type with its mascu 
line overtones of rough handling, etc.
Every other phase of the business opera 
tion must also be examined in the light of 
the desired image. Furthermore, this process 
of examination must be continuous. An im 
age-building program is a long-term affair, 
not a crash program. Occasional attempts 
at the creation of an image will only con 
fuse customers, employees, and the general 
public as to what sort of impression the com 
pany wishes to make. Thus, image-building 
is like advertising—to be successful, you must 
be everlastingly at it.
Step Five: Develop a receptive frame of 
mind. Learn from others. Through reading 
trade j o u r n a l s  such as Business Week, 
Printer’s Ink, Advertising Age, and Sales 
Management, a businessman will find case ] 
histories of many other firms which have 
tackled the same sort of problem. Nearly 
every one of these histories contains an idea 
which can be adapted to another firm’s opera 
tions. For instance, many large companies |
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interested in developing the business image 
are redesigning their trade-marks. Once a 
new symbol has been developed, the com 
pany stationery is changed to make use of 
it. How modern is your present letterhead? 
Does it convey the picture of your firm which 
you want to create in the minds of the gen 
eral public? Obviously, the idea of moderniz 
ing stationery is merely one suggestion. The 
number of techniques which can be borrowed 
from pioneers in the image-building field is 
almost endless. Some thoughtful attention 
to what others are doing in relation to what 
you are attempting to do is all that is re 
quired.
Step S ix : Establish a periodic review of 
your program. Once a program is established, 
it should be evaluated periodically. Where 
has it fallen short of the mark? Which 
phases have been more successful than anti 
cipated? Why? What changes are in order? 
Such an evaluation should be made at least 
once a year and preferably semi-annually, in 
addition to more frequent and informal re 
views by the executive.
Summary
Every business creates a picture of itself 
in the minds of its customers, employees, and 
the general public. Because such pictures 
are an important factor in the success or 
failure of business enterprises, many busi 
nessmen have recognized the need for formal 
image-building programs. The first step in 
setting up such a program is an inventory 
of present attitudes toward the company. 
The company must then determine the kind 
of image it wishes to create in terms of the 
objectives of the firm. The program de 
veloped to project this image must be con 
sistent and continuous if it is to be success 
ful. Ideas from the plans of other firms may 
be incorporated to strengthen the program 
selected. Periodic reviews of progress are 
recommended.
At a time when every business is striving 
for greater operating efficiency, businessmen 
will find that carefully planned image- 
building programs will yield good returns on 
the investment of time and money they re 
quire.
LOCAL BANK DEBITS 
(1947-1949 =  100)
Billings Butte Gtendive Great Falls Kalispell Malta Miles City Missoula
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj
1999
April ...... 233.4 244.9 136.3 140.2 224.6 228.0 1723
May __ .. 213.7 240.1 135.4 148.8 215.6 2423 167.0
June _.. 232.0 238.9 146.8 133.1 219.1 228.2 176.5
July _ . 224.8 229.8 142.0 146.1 203.2 222.8 169.6
August 2303 240.3 128.0 141.1 222.6 254.1 179.1
Sept. .. 250.4 232.1 126.1 121.4 228.6 248.7 191.3
Oct. ~ 261.1 225.3 125.5 117.4 241.1 196.5 186.3
Nov. .. 274.0 251.4 119.1 120.7 289.8 241.5 1893
Dec. _.. 263.4 244.3 121.4 111.8 230.4 207.0 179.8
1960
Jan. ~ 229.3 231.8 110.1 111.8 218.2 207.6 190.6
Feb. .. 227.9 252.7 111.1 118.1 198.1 213.0 166.9
March _  225.2 233.8 129.7 125.2 191.6 196.9 163.6
April 220.0 230.8 127.1 130.8 202.3 205.4 170.5
May ... .. 230.6 259.1 132.4 145.5 204.7 230.5 175.7
Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
185.0 1593 1973 145.6 164.1 135.0 153.6 238.9 2523
191.1 1603 171.0 1343 150.1 122.5 144.6 216.8 230.6
1813 1813 174.1 140.5 1353 1313 144.0 2483 235.9
175.0 181.7 168.6 128.6 154.7 139.6 168.8 270.3 267.9
186.4 205.0 184.7 133.1 164.7 139.7 165.9 244.1 240.0
163.8 2243 203.3 146.4 131.8 175.2 162.7 257.0 229.5
160.6 195.9 183.4 169.7 130.7 228.1 162.7 248.0 226.5
184.6 179.3 169.5 2233 186.4 256.7 187.5 245.3 251.1
171.9 179.4 1693 170.6 140.5 2073 179.0 2443 227.4
177.8 181.2 1823 1603 154.3 166.5 166.2 2283 237.6
182.4 178.6 196.7 1333 155.1 139.0 169.3 2433 288 2
181.4 154.4 181.4 122.7 144.4 1463 1693 249.7 258.5
183.1 150.0 186.3 126.0 142.0 140.3 159.6 2193 232.0
201.0 169.1 180.5 135.4 151.4 1253 147.8 242.2 257.6
Adj.—Adjusted for seasonal variation
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Personal income is one of the most com 
prehensive measures available on a state 
basis. State personal income estimated an 
nually by the National Income Division of the 
Department of Commerce is the current in 
come received by residents of a state from 
all sources including transfer payments from 
business and government but excluding 
transfers between individuals. The very 
comprehensiveness of the state personal in 
come measure makes it an invaluable tool for 
interstate economic and social comparisons 
and for regional analysis.
A measure of personal income for smaller 
geographic areas possesses the same advan 
tages. A study of the size and growth of 
county personal income payments, for ex 
ample, allows a fuller and more complete 
evaluation of economic and social patterns 
and of demographic changes. Comparisons 
of the experience of one county with that of 
other counties and with that of the state and 
the nation allow a more thorough analysis of 
change within these smaller areas. They also 
make it possible to measure more accurately 
the buying power and the character of a par-
1This article is adapted from  a  forthcom ing B ureau 
monograph, Personal Income Estimates in  Mon 
tana Counties: Selected Years, 1939-1956.
ticular market area. Business enterprises 
may find this especially useful in establish 
ing sales areas and sales quotas. Further, 
county personal income totals can be an im 
portant instrument in the formulation of tax 
policy, in appraising the ability of local gov 
ernment units to provide public services, and 
in distributing grants-in-aid to these units 
under educational, health, and welfare pro 
grams.
It is also useful to group counties into rela 
tively homogenous state economic areas. Ac 
cordingly this article provides personal in 
come payment totals for six economic sub- 
regions identified in Montana by the Bureau 
of the Census.2 These were established largely 
by grouping geographically adjacent counties 
on the basis of similarity in composition, 
though certain other noneconomic factors 
such as demography, climate, physiography, 
and culture were also employed as criteria. 
An area somewhat larger than the county but 
smaller than the state is a quite appropriate 
unit for many types of analysis, and its use 
is particularly desirable in a state as large 
as Montana where sections differ widely in 
environment and natural resources.
“See Donald J. Bogue, Sta te Economic Areas (W ash 
ington: B ureau of the Census, 1951).
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The estimates of county and area income 
cover the years 1939, 1948, 1951, and 1956. 
Nineteen thirty-nine is a representative pre 
war year, one not unduly influenced by pre 
parations for World War II. Nineteen forty- 
eight was chosen to represent the later forties 
because it is sufficiently close to the end of 
World War II to indicate quite well the 
growth and transition in local area economies 
that took place during wartime. In the selec 
tion of both of these years, the availability of 
business census data and other statistical ma 
terials was an additional factor. In the third 
year selected, 1951, Montana net farm income 
reached a high water mark; and in 1956, the 
most recent year for which estimates are pro 
vided, farm income was slightly below aver 
age for the decade of the fifties, but the 
nonfarm segment of the economy enjoyed 
buoyant conditions.
Measurement Procedures
There are several possible ways in which 
estimates of county income payments might 
be derived. One would be to develop a work 
ing set of concepts and definitions to build up 
a state personal income series entirely new 
and distinct from that provided by the De 
partment of Commerce, and to distribute this 
new state aggregate among the counties 
through an allocation procedure. A second 
would be to build up estimates by preparing 
aggregate income for each of the counties and 
then total the county figures to obtain state 
totals. This method would result also in the 
derivation of a completely new personal in 
come payments series for the state. The es 
timates in this paper are based on a third ap 
proach, taking as the state aggregate the 
Commerce personal income series, accepting 
the concepts and definitions of this agency, 
and working within them to derive a basis 
. for allocating the component parts (salaries 
and wages, proprietors’ income, property in 
come, and other income) to the fifty-six 
counties. This procedure involved the fol 
lowing steps: (a) assembling associated data 
for counties for each component of state per 
sonal income; (b) expressing each county’s 
share as a percent of the state total; (c) dis 
tributing the state income total to the coun 
ties by application of the county allocation 
factor.
For purposes of developing these county 
personal income estimates, the National In 
come Division of the Commerce Department 
provided the Bureau of Business and Eco 
nomic Research with a more detailed break 
down of each major type of income than is 
available in their published tables. The 
greater the degree of disaggregation in the 
components, the more accurate is likely to be 
the allocation procedure employed.
Personal Income in 
Montana9s Six Economic Areas
In Table I are found estimates of personal 
income in 1939, 1948, 1951, and 1956 for each 
of the six economic areas of the state desig 
nated by the Bureau of the Census. The coun 
ties contained in each region are desig 
nated at the foot of the Table. For ease of 
identification the county composition of these 
areas is indicated in Chart I. It is apparent 
that in all of the years covered, Area 1-b has 
ranked first in total personal income pay 
ments. In the prewar year 1939 Area 2-a 
ranked second, closely followed in rank by 
2-b. Areas 1-a, 3-a, and 3-b followed in the 
order named. It is interesting to note that in 
1939 just under one-third of the state’s aggre 
gate personal income was generated in the 1-b 
economic region.
Comparisons among the regions on an ab 
solute dollar basis may be misleading simply 
because of the differing numbers of counties 
in each of the six areas. For example, 3-a 
contains only four counties, while 2-b includes 
fifteen. Such comparisons do, however, cast 
considerable light upon the relative impor 
tance of each area and of the particular eco 
nomic mix each represents. One must re 
member that this particular grouping of 
counties is not a trading center classification 
but rather one in which economic structure
3
TABLE 1
PERSONAL INCOME BY STATE ECONOMIC
AREA: 1939, 1948, 1951, 1956
($ Thousands)
Area1 1939 1948 1951 1956
1 - a _____ $45,088 $118,145 $156,340 $185,595
1 -b 91,817 222,650 279,496 327,307
2 -a .... 49,543 183,723 219,292 240,543
2 -b  .. .... 49,374 164,799 184,851 219,045
3-a . 36,937 107,039 131,662 172,583
3-b -  21,241 68,644 82,359 73,927
State
Total __ 294,000 865,000 1,054,000 1,219,000
*State economic areas as defined in  Donald J. 
Bogue, Sta te Economic Areas (W ashington: B ureau 
of the Census, 1951):
1-a includes Flathead, Lincoln, Sanders, Lake, 
M ineral, Missoula, and Ravalli.
1- b  includes Beaverhead, Madison, G allatin, Park ,
M eagher, B roadw ater, Jefferson, Lew is and 
Clark, Powell, G ranite, D eer Lodge, S ilver 
Bow.
2- a includes Cascade, Chouteau, Fergus, Glacier,
Pondera, Ju d ith  Basin, and Teton.
2- b  includes Blaine, Toole, L iberty , Hill, Phillips,
Valley, Daniels, Sheridan, Roosevelt, R ich 
land, Dawson, McCone, P rairie , W ibaux and 
. Fallon.
3-  a includes Big Horn, Yellowstone, Carbon and
Stillw ater.
3-b includes C arter, Pow der River, Custer, Rose 
bud, Treasure, Garfield, M usselshell, P etro  
leum, Golden Galley, W heatland, and Sweet 
Grass.
was the chief criterion for selection. Simi 
larities among counties in forms of economic 
activity, demographic patterns and sources of 
income were the relevant considerations.
Differences in regional growth are quite 
apparent in comparisons between 1939 and 
selected postwar years. These differences are 
further illustrated in Table II ,which shows 
percentage changes in personal income in the 
state’s six economic areas. In the entire 
period 1939-1956, Area 2-a grew most rapidly, 
increasing some 385 percent, followed by 3-a, 
2-b, and 1-a with increases of 367, 344, and 312 
percent respectively. In absolute terms, the 
largest dollar increase was evident in 1-b, 
where personal income rose by $235 million 
in the 1939-56 era. Increases of $190 million 
in 2-a and $170 million in 2-b ranked second 
and third.
TABLE II
PERCENT CHANGE IN PERSONAL INCOME 
BY STATE ECONOMIC AREA
_______________Percent Change________ ___
Area 1939-1948 1948-1956 1951-1956 1939-1956
1 - a -------=_ 162.1 57.1 18.7 311.7
1- b  --------  142.5 47.0 17.1 256.5
2- a --------  270.8 30.9 9.7 385.5
2- b  --------  233.8 32.9 18.5 343.6
3- a ------- 189.8 61.2 31.1 367.2
3-b ----------- 223.2 7.7 — 10.2 248.0
Diversity among economic regions is also 
evident if one breaks the entire span covered 
into sub-periods. Thus by taking the years 
1939-48 it is possible to see more clearly the 
effects of World War II upon regional devel 
opment. In this sub-period as in the entire 
period, the most rapid rate of income growth 
was in 2-a, but 2-b ranked second and 3-b 
third. The most important influence in these 
years was the greatly changed relative posi 
tion of agriculture, which reflected a combi 
nation of circumstances including favorable 
production, a high level of market demand, 
a marked rise in agricultural prices, and 
sympathetic public policy toward agriculture, 
and those areas of the state in which the farm 
segment of the economy is especially impor 
tant responded accordingly.
The change in area income between 1951 
and 1956 also reveals the differing regional 
impact of divergent portions of the state’s 
economy. In this period growth in Area 3-a, 
which benefitted in the early fifties from 
petroleum exploration and development, 
outstripped by a considerable margin that in 
the other five county groupings. Area 3-b, 
which is almost completely dependent upon 
agriculture as a generator of basic income, 
actually recorded a decline of one-tenth in 
total income payments.
Total Personal Income in the Counties
In Tables III and IV are personal income 
estimates for Montana’s 56 counties in 1939, 
1948, 1951, and 1956. In 1939 personal income 
payments were largest in Silver Bow County, 
amounting to $32.8 million, or approximately 
11 percent of the state total. Ranking second
4
CHART I
MONTANA’S SIX  ECONOMIC AREAS
in this prewar year was Cascade, w ith total 
dollar payments of approximately $25.8 mil 
lion closely followed by Yellowstone with 
$24.8 million. Missoula ranked fourth and 
Lewis and Clark fifth in total income. These 
five counties combined accounted for 
slightly more than two-fifths of state per 
sonal income. There were only six counties 
in the state in which total personal income 
exceeded $10 million.
By 1948, however, both Cascade and Yellow 
stone exceeded Silver Bow by rather substan 
tial margins, with Cascade reaching a per 
sonal income figure of $84.8 million compared 
with Yellowstone’s $75.6 and Silver Bow’s 
$72.3 million. Impressive gains in total wage 
and salary payments were recorded in both 
Cascade and Yellowstone in the years bridg 
ing the prewar and immediate postwar 
periods. Gains in manufacturing, trade, and 
service payrolls were especially impressive. 
Further, both Cascade and Yellowstone were 
aided directly by the significant absolute and
relative improvement in the position of agri 
culture. The first five counties in total in 
come payments in 1948 accounted for about 
36 percent of the state total, a measurably 
smaller percentage than in 1939. Again the 
transition in agricultural conditions so ap 
parent in the growth in income in many agri 
cultural counties largely explains this phe 
nomenon. By 1948 a number of counties had 
a personal income total exceeding $20 mil 
lion. In addition to the five already men 
tioned, these included Flathead, Gallatin, 
Fergus and Chouteau counties.
A number of counties were among the low 
est in total personal income in both 1939 and 
1948. In every instance these counties were 
among the most sparsely populated areas of 
Montana. In this group are found 'Broad 
water, Carter, Garfield, Golden Valley, Gran 
ite, Jefferson, McCone, Meagher, Mineral, 
Petroleum, Prairie, Sweet Grass, Treasure, 
Wheatland, and Wibaux. Each had total per- 






















Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Un
May _____ „ 114.8 114.3 120.0 124.4 100.0 101.9 104.1 108.0 92.1 91.4 14!
Ju n e  118.5! 113.8' 132.7' 119.3 101.8 100.3 101.4' 105.2 93.1 89.7 16!
Ju ly  ... 118.0 112.4 136.4 120.6 107.4 102.6 102.7 102.4 92.1 93.6 17(
August . 119.8 112.8 138.2 118.5 105.6 100.4 104.1 103.3 92.1 93.9 16!
Septem ber . 111.9 106.5 127.3 109.4 51.8 51.3 100.0 98.5 50.5 51.3 15*
October ______ 112.4 109.4 134.5 123.0 51.8 51.7 116.4 102.7 50.5 51.7 1 3 :
N o v e m b e r___109.9 109.0 127.3 122.0 50.0 51.0 116.4 109.0 48.5 47.6 11(
December __  108.9
i Qfin
110.2 120.0 124.1 53.7 55.8 104.1 102.0 47.5 46.8 1 0 :
Jan u ary  ___  104.9 111.2 110.9 130.2 70.4 71.6 105.5 104.4 47.5 47.7 8(
F e b r u a r y ____ 105.4 113.0 109.1 129.4 77.8 79.1 101.4 110.1 62.4 63.3 7!
M arch ............ .. 106.8 114.2 107.3 131.8 103.7 105.3 100.0 107.2 69.3 69.3 7'
A pril ____ ___  111.2 115.1 105.4 126.2 105.6 105.3 101.4 106.6 72.3 71.4 i o e
May ................. . 113.6** 113.1** 120.0** 124.4** 105.6** 107.6** 102.7 106.5 74.2** 73.6** IK












Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Um
May .. . 131.5 142.9 153.1 150.0 173.3 176.6 92.8 78.9 310.9 311.8 171
June ... .......... 129.3 132.1 153.4 146.5 176.4 178.5 92.3 84.2 331.0 323.9 192
Ju ly  _ _ 134.5 139.2 157.7 149.8 184.4 199.6 107.3 130.8 341.9 339.9 19]
August 108.9 99.1 107.4 104.3 110.5 119.7 44.4 53.6 332.3 337.0 188
Septem ber 72.0 62.2 45.9 43.1 0.0 0.0 0.0 0.0 338.3 340.0 202
O c to b e r______ 83.3 65.7 41.4 40.3 0.0 0.0 0.0. 0.0 329.8 332.1 204
N o v em b er____ 83.4 73.8 43.8 41.6 0.0 0.0 0.0 0.0 327.4 329.7 20£
December ___ 64.6 65.9 38.9 39.7 0.0 0.0 0.0 0.0 338.3 338.3 20C
Jan u ary  ____ 45.4 49.2 40.1 43.4 0.0 0.0 4.3 4.8 331.8 328.5 186
F e b r u a r y ____ 69.6 79.7 74.4 81.3 49.4 46.4 9.0 8.4 341.9 333.6 182
M a r c h _______ 111.0 133.2 130.1 144.7 146.9 141.2 16.4 16.5 329.8 329.8 18C
A p r i l ________ 114.1 129.2 134.6 139.2 179.1** 169.0** 33.9 25.9 327.4 329.4 177
May ................ 121.9** 132.5** 147.2** 144.7** 177.0* 176.1* 42.1** 35.8** 312.6 313.5 186
June .................. 115.2* 117.7* 139.7* 133.3* 53.2* 48.5* 202
Adj.—A djusted for seasonal variation
1Computed from estim ates of Unemployment Compensation Commission of M ontana. Estimates include all full- 
month.
U nem ploym ent Compensation Commission of M ontana. Num ber of work applicants a t end of month. 
8Computed from kilow att hour sales of M ontana Power Company, M ontana-Dakota Utilities Company, Pacific 
users for consumption w ithin M ontana, reduced to hourly average kilow att hours per month.
^Computed from  reports of Board of Railroad Commissioners of the S tate of M ontana, comprising to tal carloa 
•Computed from  reports of U. S. B ureau of Mines. Daily average.
•Computed from  reports of Oil and Gas Conservation Commission of M ontana. Daily average.
7Computed from  reports of Federal Reserve Bank of Minneapolis, based on data from  banks in 16 M ontana c 
•Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
•Computed from  reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 departm ent ai 























































































192.3 183.5 ........ May
201.4 195.5 __ June
203.1 214.0 Ju ly
182.3 187.6 ------------ A ugust
140.0 142.8 Septem ber
135.5 144.1 October
143.0 1 5 1 .5 ____November
143.6 145.9 Decem ber
163.1
iyou
1 5 9 .4 ______Jan u ary
185.3 173.5 .. F ebruary
213.2 208.8 ________M arch
219.4 210.2 ..................  A pril
218.4 208.4 ............. ... May
229.8 223.1 ..................  June














Livestock Crows($1,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj. Unadj. Unadj.
7,222 2,885 223 2,939 1,175 121.9 124.9 108.0
1959
76.0 __  ___ May7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 June
6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 Ju ly
6,731 2,198 476 2,667 1,390 147.4 129.9 106.0 77.0 .............. . . August
6,212 2,388 205 2,458 1,161 132.2 122.6 106.0 75.0 Septem ber6,771 2,105 418 2,658 1,590 138.4 124.0 101.0 77.0 October4.450 1,132 341 1,844 1,133 140.3 118.4 95.0 78.0 November6,873 1,759 466 3,104 2,544 205.5 123.6 94.0 79.0 ------- December
5,200 1,150 455 2,285 1,310 80.4 128.4 93.0
1960
78.0 ___ Jan u ary4,687 1,351 343 1,776 1,217 74.8 116.3 94.0 78.0 ....... F ebruary5,023 1,469 716 1,862 976 89.2 111.2 105.0 79.0 ................. .................... M arch6,017 1,717 644 2,008 1,648 125.7 131.8 102.0 80.0 .. ........................... ... A pril
5,599 1,626 623 2,009 1,341 125.4 128.5 101.0 82.0 __________ __________ May
•Preliminary **_-Revised
112.9 123.8 93.0 8 1 . 0 -------------------------------Ju n e
!ime waSe and salary w orkers who w orked or received pay during  the day period ending nearest the  15th of the
Light Company, Bonneville Pow er A dm inistration, and the B ureau of Reclam ation to commercial and industrial 
ight loaded a t  M ontana points. Daily average.
I Daily average.
I tores in M ontana. Daily average.
Adjusted for seasonal variation: This means that intra-annual repeti 
tive fluctuations in the business indicators occasioned by the effects of 
climate, custom and convention have been allowed for statistically. 
For a more complete discussion see the September 1957 issue of Montana 
Business Review.
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(Continued from page 5)
sonal income of less than $6 million in 1948. 
It should be pointed out, however, that the 
small population in these counties often com 
pensates for small total income, so that per 
capita income in certain of these areas is high 
enough to allow an individual level of living 
above the state average.
An examination of the total personal in 
come totals for 1951 and 1956 reveals the im 
pact of some of the basic forces at work in the 
farm and nonfarm segments of Montana’s 
economy during the first half of the fifties. 
Total personal income and the rank of each 
county are found in Table IV. In 1951 Cas 
cade ranked first, Yellowstone second, and 
Silver Bow third in total personal income, 
followed in order by Missoula and Lewis and 
Clark. In 1956, however, Yellowstone cap 
tured first place with $140.6 million, an in 
crease of $45.5 million. Cascade had only 
$300 thousand less at $140.3 million. In Silver 
Bow County, total personal income in 1956 
amounted to $119.3 million. Yellowstone 
benefitted substantially in the 1951-56 period 
from greatly increased petroleum exploration 
and additional investment in the refinery 
and administrative facilities of the oil in 
dustry. Silver Bow’s increase in income pay 
ments was also substantial at this time, 
amounting to some $31 millions, an amount 
equal in absolute terms to the increase in 
Cascade. Unquestionably, the main factor in 
Silver Bow was the expansion in nonferrous 
mining under the combined circumstances of 
favorable prices and high-level national and 
international demand. Between 1951 and 
1956, employment in Montana’s mining in 
dustries, the bulk of which are in Silver Bow, 
rose by just under one-fifth or by 2,000 to an 
average monthly total of 12,400 employees. 
Wage and salary payments in the county rose 
from $28.2 million in 1951 to $43.7 million in 
1956.
Once again a broad picture of income de 
velopments during this period is apparent in 
the proportion of total state personal income 
accounted for by the five largest counties. In 
1951 about 38 percent of the total was found
in these counties; in 1956 this percentage had 
increased to almost 44. This shift illustrates 
dramatically the influence of fluctuating 
agricultural income upon the intrastate geo 
graphical distribution of personal income pay 
ments. The earlier year marked a record 
high for farm income; the later year was one 
in which farm income was slightly below 
average for the eleven year period 1946-56. 
Personal income in agricultural areas such as 
Chouteau, Beaverhead, Big Horn, Fergus, 
Phillips, and Wheatland was sharply lower in 
1956 than in 1951.
Perhaps another way of looking at the de 
gree of geographical concentration of per 
sonal income in the state is to point out that 
in 1956 two counties, Cascade and Yellow 
stone, had shares of the state total in excess 
of 10 percent and one county, Silver Bow, 
had a relative share in excess of 9 percent. 
Thus, almost one-third of state personal in 
come was found in these three counties.
The period 1951-56 was one of notable 
growth in the nonagricultural segment of 
Montana’s economy. Wage and salary pay 
ments in mining and manufacturing rose in 
both industries by one-half, and average 
monthly nonagricultural employment in 
creased by 17,700 to 166,700. The era was one 
also in which the level of unemployed re 
sources was generally low; the monthly aver 
age of active job applicants was only 7 per 
cent of total nonagricultural employment in 
1956. These income data illustrate rather 
strikingly that the principal beneficiaries 
during this era of economic expansion were 
the larger centers of the state. Thus, growth 
was most evident in the established centers 
of population. In addition to the increases 
mentioned above, income payments rose in 
Deer Lodge from $27.5 to $41.0 million; in 
Missoula from $53.8 to $71.1 million; in Hill 
from $28.3 to $40.0 million; and in Lewis and 
Clark from $51.6 to $60.0 million.
There were naturally some exceptions to 
the general concentration of nonfarm growth 
in the more populous counties with higher 
aggregate income. For example, the expan 
sion in income from 1951-56 was especially
8
TABLE II I  TABLE IV
PERSONAL INCOME BY COUNTY: TOTAL PERSONAL INCOME AND COUNTY RANK,
1939 and  1948 1951 and  1956
($ Thousands) Percent
County 1939 1948 Change in
a  rpo 1 o  1951----------   1956----------- Personal
_ _ Personal Personal Income
F lathead  ----------  9,844 33,522 County Income Rank Income Rank 1951-56
L a k e -----------------  8,930 12,071 A rea 1-a
Lincoln __ :_____  3,188 8,043 F la t h e a d _______  49,049 6 52,782 6 7.6
M ineral ------------  1,325 2,521 L a k e ___________  13,840 26 14,536 23 5.0
Missoula ------------  19,770 42,527 Lincoln .....   11,587 28 17,851 19 54.0
R avalli -------------- 4,610 12,127 M ineral ________  3,115 55 5,206 45 67.1
Sanders ________  2,421 7,334 M issoula ________  52,770 4 71,086 4 32.2
A rea 1-b R avalli _________  13,898 25 12,754 28 -8.2
B eav e rh ea d -------  4,521 11,702 Sanders ________  11,081 31 11,380 30 2.7
B ro a d w a te r_____ 1,635 4,795 A rea 1-b
Deer L o d g e _____ 8,168 19,057 B eaverhead ____  17,752 16 13,690 26 -22.9
G allatin  _________  10,223 25,372 B roadw ater ____  6,644 43 4,610 49 -30.6
G ranite ------------  1,483 5,009 D eer L o d g e ______ 27,460 9 40,962 7 49.2
J e f fe r s o n ----------- 1,793 4,797 G allatin  _________  30,456 7 35,228 9 15.7
Lewis and Clark.. 17,365 42,593 G r a n i t e _________ 5,657 49 5,017 46 -11.3
M adison -------------  3,159 7,253 Jefferson  .......  5,885 46 5,769 40 -2.0
M eagher ----------- 1,403 4,483 Lewis and  C lark.. 51,586 5 60,013 5 16.3
P ark  ----------------  6,067 16,212 M ad iso n ________  10,684 32 6,695 38 -37.3
Powell -------------- 3,174 9,093 M eagher _______  6,239 45 4,643 48 -25.6
Silver Bow ---------  32,826 72,284 P a r k __________   18,784 14 20,029 16 6.6
A rea 2-a Pow ell __________  11,619 27 11,316 31 -2.6
Cascade ---------25,781 84,825 S ilver Bow ______ 86,730 3 119,335 3 37.6
C h o u te a u ----------  4,043 20,421 A rea 2-a
Fergus -------------- 7,043 24,331 C a s c a d e _________  109,053 1 140,348 2 28.7
G lacier ----------------  4,375 17,324 C h o u te a u ______  22,678 11 21,359 14 -5.8
Ju d ith  B a s i n ----  2,118 7,926 F e r g u s _________  26,053 10 23,358 12 -10.4
Pondera --------------  2,932 13,651 G lacier _________  18,661 15 20,907 15 12.0
Teton ---------------  3,251 15,245 Ju d ith  Basin ......  9,190 36 4,559 50 -50.4
Area 2-b P o n d e r a ________  16,398 21 15,917 21 -2.8
Blaine ------------   4,273 10,850 T e t o n __________  17,259 18 14,095 24 -18.3
Darnels ------------  2,071 6,858 A rea 2-b
Dawson -----------   4,074 13,376 B l a i n e _________  14,006 23 13,883 25 -.9
F a jlo n ---------------  1,752 6,866 D a n i e l s ________  9,237 35 7,841 36 -15.1
HiU —---------------- 7,277 21,703 D a w s o n _________ 17,527 17 19,976 17 14.0
L i b e r t y ------------  1,143 6,087 F a l l o n _________  5,728 47 5,376 44 -6.2
McCone ------------  1,654 5,739 H ill ................  28,275 8 39,992 8 41.4
P h i l l i p s ------------  3,443 9,693 L iberty  _________ 4,834 50 12,873 27 166.3
P ra irie  -------------- 1,033 3,962 M c C o n e _________ 7,483 39 7,535 37 .7
R ichland ------------- 4,404 13,776 Phillips ________  11,534 29 10,637 33 -7.8
R o o s e v e l t ---------  3,902 16,201 P r a i r i e _________  4,508 51 3,686 52 -18.2
Sheridan ----------  2,606 10,899 R ic h la n d _______  13,987 24 16,067 20 14.9
Toole ---------------  3,848 15,417 Roosevelt ..._____ 16,954 20 18,470 18 8.9
V a l l e y -------------- 6,947 19,021 S h e r id a n ________ 10,674 33 12,026 29 12.7
W ib a u x ------------  947 4,351 Toole ___________ 15,165 22 24,307 10 60.3
Area 3-a V a l l e y _______ __  20,732 13 23,753 11 14.6
Big H o r n ----------  5,363 12,414 W ibaux ___   4,207 52 2,623 54 -37.7
C a rb o n -----------.... 4,074 11,099 A rea 3-a
S t i l lw a te r ---------  2,750 7,920 Big H o r n _______  17,194 19 14,551 22 -15.4
Y e llo w s to n e ------ 24,750 75,606 C a r b o n _________ 11,519 30 10,873 32 -5.6
Area 3-b S t i l lw a te r ______  7,852 37 6,525 39 -16.9
C a r t e r -------------  1,366 5,823 Yellowstone ____  95,097 2 140,634 1 47.9
C u s t e r -------------  5,953 17,455 A rea 3-b
G a rf ie ld ------------  1,007 4,685 C a r t e r _________  6,861 42 5,464 42 -20.4
Golden Valley .... 759 2,931 C u s t e r _________  21,152 12 22,603 13 6.8
Musselshell -------  2,687 7,496 G a r f ie ld ________  5,723 48 4,413 51 -22.9
P e tro le u m ---------  580 3,093 Golden Valley -.. 3,627 54 2,631 53 -27.5
Pow der R iv e r----  1,425 6,639 M usselshell _____  7,580 38 8,054 35 6.2
R o s e b u d ----------  3,317 7,118 P etroleum  ---------- 3,653 53 2,042 56 -44.1
Sweet Grass ----  1,550 5,574 Pow der R iv e r___  6,288 44 5,646 41 -10.2
T r e a s u r e ----------  750 2,159 Rosebud -----------  9,733 34 10,581 34 8.7
W heatland -------  1,847 5,671 Sw eet G rass ____  7,474 40 4,905 47 -34.4
T reasure ----------  2,796 56 2,177 55 -22.1
W h e a t la n d -------  7,472 41 5,411 43 -27.6
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marked in two of the smaller counties of 
Western Montana — Lincoln and Mineral — 
where growth was associated with develop 
ment in the forest products industry. In 
Lincoln personal income increased from
$11.6 to $17.8 million and the county jumped 
from 28th to 19th in size ranking. In Min 
eral county personal income rose from $3.1 
million and 55th rank in 1951 to $5.2 million 
and 45th rank in 1956.
LOCAL BANK DEBITS
(1947-1949 =  100)
Billings Butte Glendive Great Falls
Unadj. Adj. Unadj. Adj. Unadj. AdJ. UnadJ. AdJ.
K a lis p e ll  Malta Miles City Missoula
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1950
M a y __
June _  
July _  
August 
Sept. _  
Oct. _  
Nov. _  








213.7 240.1 135.4 148.8 215.6 242.8 167.0 191.1
232.0 238.9 146.8 133.1 219.1 228.2 176.5 181.2
224.8 229.8 142.0 146.1 203.2 222.8 169.6 175.0
230.9 240.3 128.0 141.1 222.6 254.1 179.1 186.4
250.4 232.1 126.1 121.4 228.6 248.7 191.3 163.8
261.1 225.3 125.5 117.4 241.1 196.5 186.3 160.6
274.0 251.4 119.1 120.7 289.8 241.5 189 J2 184.6
263.4 244.3 121.4 111.8 230.4 207.0 179.8 171.9
229.3 231.8 110.1 111.8 218.2 207.6 190.6 177.8
227.9 252.7 m i 118.1 198.1 213.0 166.9 182.4
225.2 233.8 129.7 125.2 191.6 196.9 163.6 181.4
220.0 230.8 127.1 130.8 202.3 205.4 170.5 183.1
230.6 259.1 132.4 145.5 204.7 230.5 175.7 201.0
228.8 235.6 152.3 138.1 224.2 233.5 190.3 195.4
160.2 171.0 134.2 150.1 122.5 144.6 216.8
181.2 174.1 140.5 135.2 131.2 144.0 248.2
181.7 168.6 128.6 154.7 139.6 168.8 270.3
205.0 184.7 133.1 164.7 139.7 165.9 244.1
224.2 203.3 146.4 131.8 175.2 162.7 257.0
195.9 183.4 169.7 130.7 228.1 162.7 248.0
179.3 169.5 223.3 186.4 256.7 187.5 245.3
179.4 169.2 170.6 140.5 207.8 179.0 244.2
181.2 182.3 160.2 154.3 166.5 166.2 228.3
178.6 196.7 133.2 155.1 139.0 169.3 243.8
154.4 181.4 122.7 144.4 146.3 169.9 249.7
150.0 186.3 126.0 142.0 140.3 159.6 219.2
169.1 180.5 135.4 151.4 125.2 147.8 242.2
193.3 185.7 139.2 134.0 136.8 150.2 288.1




















Service Industries Experience Growth
Figures recently released by the Bureau of 
the Census point to the service industries as 
one of the fastest-growing industry groups 
in Montana. Selected service industries1 in 
the personal and business services, recrea 
tional and travel fields canvassed by the
Census Bureau in its 1958 Census of Business 
reported receipts of $81,958,000 for that year. 
This was 26.2 percent higher than the $64,- 
913,000 in receipts reported in 1954. Retail
’Not all service industries are included in the Cen 
sus.
TABLE 1
NUMBER OF ESTABLISHMENTS AND TOTAL RECEIPTS, 
SELECTED SERVICE INDUSTRIES, MONTANA 
1954 and  1958 *
Number of Establishments Receipts
Kind of Business 1958 1954 % Change 1958 1954 % Change
Selected services, t o t a l ..............  ........... ............... 4,119 3,561 15.7 81,958 64,913’ 26.2
Hotels, motels, tourist courts, camps, to ta l____________ 1,090 900 21.1 24,228 20,042 20.9
Hotels ___  „ ............................... 360 316 13.9 13,945 13,017 7.1
Motels, tourist courts 588 467 25.9 8,945 6,037 48.2
Tourist parks, camps ...................... .... 142 117 21.4 1,338 988 35.4
Personal service, total ............... ......................... ........  ...... 1,338 1,192 12.2 20,262 16,557 22.4
Laundries, dry cleaning, dyeing p la n ts_____ 230 214 7.5 7,868 7,749 1.5
Beauty shops, barber shops .............. ................. . 759 651 16.6 4,961 3,566 39.1
Photography studios, incl. commercial photography 78 69 13.0 1,365 716 90.6
Other2 ............. ....... ................... 271 258 5.0 6,068 4,526 34.1
Miscellaneous business services, to ta l________________ 266 257 3.5 8,050 4,508 78.6
Advertising .................................................... ........ 28 27 3.7 1,083 1,091 .7
Credit bureaus, collection agencies 42 33 27.3 1,484 837 77.3
Other* ...... ................................ ......... 196 197 -0.5 5,483 2,580 112.5
Auto repairs, auto services, garages, total____________ 507 409 24.0 12,746 7,424 71.7
Auto repair sh op s_____ _ 482 397 21.4 12,044 7,207 67.1
Other4 ________ _______  . .... 25 12 108.3 702 217 223.5
Miscellaneous repair services, total ... 523 486 7.6 5,819 4,579 27.1
Electrical repair shops _ 142 89 59.6 1,734 912 90.1
Radio and television re p a ir____________________ 107 44 143.2 922 341 170.4
Other Electrical R ep a ir ........... 35 45 -22.2 812 571 42.2
Other5 __________ 381 397 -4.0 4,085 3,667 11.4
Motion picture theaters, total .... 144 156 -7.7 5,823 7,527 -22.6
Theaters, except drive-in .................... 105 129 -18.6 4,893 6,636 -26.3
Drive-in theaters ... 39 27 44.4 930 891 4.4
Amusement recreation services except motion pictures, 
t o ta l______________ 251 161 55.9 5,030 N.A. N.A.
Bowling, billiards, pool 58 44 31.8 2,424 992 144.4
Other® ......... ... 193 117 65.0 2,606 N.A. N.A.
N.A. =  Not available.
’Figures do not add to total because data for some kinds of business were withheld.
Shoe repair, hat cleaning, funeral service, crematories, pressing, alteration, fur repair and storage, and m is 
cellaneous personal service.
duplicating, stenographic services, blueprinting, services to dwellings and other buildings, sign painting, 
shops, equipment rental, photo finishing laboratories, and other miscellaneous business services.
4 Auto parking, auto and truck rentals, and other auto services except repair.
*Watch, clock, jewelry repair, reupholstery and furniture repair, and miscellaneous repair shops, 
d a n ce  halls, studios, and schools, bands, orchestras, entertainers, theatrical presentations, public and member 
ship golf and country clubs, other commercial recreation and amusements.
Source: U. S. Bureau of the Census, U. S. Census of Business: 1958, Selected Services, Montana.
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trade establishments, also included in the 
Census of Business, reported an increase in 
sales between 1954 and 1958 of only 10.9 per 
cent.2 Thus during this period of relative 
prosperity, Montanans have increased their 
expenditures for services faster than their 
purchases of consumer goods.
The growth of the various industries in the 
heterogeneous service group has varied con 
siderably (Table 1.) Changing patterns and 
growth in recreation activities and travel are 
reflected in many of the data. With the in 
crease in television viewing in the state, 
radio and television repair shops reported an 
increase of 170.4 percent in receipts between 
1954 and 1958. At the same time, conven 
tional motion picture theaters suffered a 
26.3 percent decline. Drive-in theaters held 
their own in total receipts (up 4.4 percent), 
but the total was divided among a consider 
ably larger number of establishments. The 
rapid growth of bowling as a recreational 
sport resulted in a 144.4 percent increase in 
receipts by the bowling, billiard, and pool 
group.
Other fast-growing services were photog 
raphy studios, with an increase of 90.6 per 
cent in receipts, and auto repair and service 
shops (71.7 percent). Motels, with a gain of 
48.2 percent, outdistanced hotels, whose busi 
ness was up only 7.1 percent over the four- 
year period.
’'Developments in retail trade w ill be discussed in a 
later issue of the Montana Business Review.
Organizations providing services for Mon 
tana businesses—credit bureaus, collection 
agencies, stenographic services, sign painting 
shops, equipment rental agencies, etc.—ex 
perienced a rapid growth. A notable excep 
tion was the advertising group, agencies and 
outdoor advertising services located in Mon 
tana, which barely held its own.
Service establishments in six counties — 
Cascade, Flathead, Gallatin, Missoula, Silver 
Bow, and Yellowstone—accounted for 57 per 
cent of total state receipts. Each of these 
counties was the site of over 200 service estab 
lishments. All but Gallatin and Silver Bow 
substantially exceeded the state rate of 
growth as measured by receipts (Table 2).
TABLE 2
NUMBER OF ESTABLISHMENTS AND TOTAL 
RECEIPTS, SELECTED SERVICE INDUSTRIES, 
















Cascade __ 352 298 18.1 11,074 8,352 32.6
Flathead — 252 228 10.5 4,071 3,102 31.2
Gallatin — 218 193 13.0 3,606 3,075 17.3
M isso u la __ 258 223 15.7 7,110 5,102 39.4
Silver Bow 330 321 2.8 6,401 5,896 8.6
Yellowstone 505 399 26.6 14,561 10,921 33.3
Source: U. S. Bureau of the Census, U. S. Census 
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RECENT DEVELOPMENTS IN RETAIL TRADE
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School of Business Administration 
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Among the important segments of Mon 
tana’s economy are the more than 8,000 retail 
stores scattered about the state. Recently re 
leased reports of the U. S. Bureau of the 
Census, 1958 Census of Business, provide a 
large amount of information about these bus 
inesses. Mostly very small, they provided in 
1958 approximately 37,000 full-time jobs (paid 
employees and proprietors) plus a substantial 
amount of part-time employment. Their pay 
rolls for the year exceeded $89 million (ex 
clusive of proprietors’ income). Their sales 
totalled $862.6 million, or an average of ap 
proximately $104,400 per e s t a b l i s h m e n t  
(Table 1).
The most common type of retail business in 
Montana is eating and drinking places, which 
numbered 2,170 in 1958. During the same 
year, there were 1,175 food stores and 1,048 
gas stations. Combined, these three cate 
gories accounted for 53 percent of all retail 
business establishments in the state. Data for 
other groups are given in Table 1.
Growth In Sales
The rate of growth for all types of retail 
business is closely tied to growth in the pop 
ulation and income of an area. During the 
1950’s, Montana failed to keep pace with the 
national expansion in both population and in 
come. It is not surprising, then, that retail 
sales in the state did not measure up to the 
national increase. Between 1954 and 1958, 
the dates of the last two Censuses of Business, 
sales by retail establishments increased 17.5 
percent at the national level but only 10.9 per 
cent in Montana.1 After these figures are 
adjusted for rising price levels2 the increases 
are reduced to approximately 11.0 percent for 
the nation and 4.7 percent for the state. The 
years 1954 and 1958 are not the most propi 
tious for measuring the growth of retail trade. 
Both were recession years, with 1958 the 
more severe. It is probable that the over-all 
rate of growth during recent years has been 
greater for both Montana and the United 
States than these figures indicate.
Among the retail businesses recording the 
greatest increases in sales in the state be 
tween 1954 and 1958 were food stores (23.5 *
1 Sales figures represent total sales and receipts of all 
establishments primarily engaged in retail trade. 
They do not include retail sales made by businesses 
whose primary activity is other than retail trade. 
They do, however, include receipts other than from 
the sales of merchandise at retail by establishments 
primarily engaged in retail trade.
*By use of the implicit price deflator for personal 
consumption expenditures, durable and nondurable 
goods (Office of Business Economics, U. S. Depart 
ment of Commerce).
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Retail trade, total _..... . _______  8,261 $104,416 862.5771 778,033 10.91
Food stores............................... _______________ 1,175 163,290 191,866 155,300 23.5
Automobile d ea lers............... 485 335,742 162,835 152,998 6.4
Lumber, building materials, 
farm equipment dealers _
hardware,
_______________  790 140,729 111,176 105,636 5.2
Eating and drinking places . 2,170 37,494 81,362 80,815 0.7
General merchandise stores 397 187,451 74,418 66,610 11.7
Gasoline service sta tion s..... 1,048 66,144 69,319 55,584 24.7
Apparel, accessory stores ... 428 100,231 42,899 36,091 18.9
Furniture, home furnishings, equipment stores 343 94,294 32,343 32,335 0.0
Drug, proprietary stores___ _____ __________ 261 105,054 27,419 20,909 31.1
Other retail stores................. 968 65,515 63,419 67,017 -5.4
Nonstore retailers____ ___ 196 28,168 5,521 4,738 16.5
’If allowance for price increases is made, 1958 sales in constant (1954) dollars totalled approximately $814,- 
520,000, an increase of 4.7 percent over 1954.
Source: U. S. Department of Commerce, Bureau of the Census, 1958 Census of Business, Retail Trade, Montana
percent), gas stations (27.4 percent), and drug 
stores (31.1 percent). In the case of both food 
and drug stores, the trend toward offering a 
wider variety of merchandise may have been 
a factor in increased sales.
Other groups of business establishments, 
while recording small increases in actual dol 
lar volume, probably experienced a decline in 
physical volume of goods sold.3 They include 
automotive dealers, lumber, building mater 
ial, hardware, and farm equipment dealers, 
furniture, home furnishings, and equipment 
stores, and eating and drinking places (Table 
1). In most cases, this decline is probably not 
indicative of any long-term trend, since 1956 
was a notably poor year for the automobile 
and other durable goods industries. New car 
registrations in Montana during 1958, for *
*Because no suitable price indexes exist, it is not 
possible to estimate sales in constant dollars by kind 
of retail business. Since rising prices were typical 
of all areas of retail business between 1954 and 
1958, it can be assumed that groups of businesses 
with very small dollar sales increases probably ex  
perienced a decline in physical volume of goods 
sold.
example, were 17 percent below 1957 and 21 
percent below 1959.4
‘Registrar of Motor Vehicles, Deer Lodge, Montana.
TABLE n
COMPARISON OF RETAIL TRADE BY KIND 
OF BUSINESS, MONTANA AND THE 
UNITED STATES, 1958
Kind of Business





Retail trade, to ta l'—. 100.0 100.0
Food stores.......  ....... .............. 22.2 24.5
Automotive dealers ----- 18.9 15.9
Lumber, building materials, 
hardware, farm equipment
dealers ____ 12.9 7.2
Eating and drinking places 9.4 7.6
General merchandise stores 8.6 11.0
Gasoline service stations... 8.0 7.1
Apparel, accessory stores ... 5.0 6.3
Furniture, home furnishings,
equipment stores .................. 3.8 5.0
Drug, proprietary sto res ........ 3.2 3.4
Other retail stores--------------- 7.4 9.2
Nonstore retailers ... 0.6 2.7
Source: U. S. Department of Commerce, Bureau of
the Census, 1958 Census of Business, Retail 
Trade, Montana.














Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. I
1959
J u n e ________ 118.5 113.8 132.7 119.3 101.8 100.3 101.4 105.2 93.1 89.7 1
July ............. . 118.0 112.4 136.4 120.6 107.4 102.6 102.7 102.4 92.1 93.6 l'
August 119.8 112.8 138.2 118.5 105.6 100.4 104.1 103.3 92.1 93.9 11
September ___ 111.9 106.5 127.3 109.4 51.8 51.3 100.0 98.5 50.5 51.3 1
O ctob er______ 112.4 109.4 134.5 123.0 51.8 51.7 116.4 102.7 50.5 51.7 1
N o v e m b e r ___ 109.9 109.0 127.3 122.0 50.0 51.0 116.4 109.0 48.5 47.6 1
December ___ 108.9 110.2 120.0 124.1 53.7 55.8 104.1 102.0 47.5 46.8 1
1960
January . . . 104.9 111.2 110.9 130.2 70.4 71.6 105.5 104.4 47.5 47.7
February 105.4 113.0 109.1 129.4 77.8 79.1 101.4 110.1 62.4 63.3
M a r c h .............. 106.8 114.2 107.3 131.8 103.7 105.3 100.0 107.2 69.3 69.3
April __ 111.2 115.1 105.4 126.2 105.6 105.3 101.4 106.6 72.3 71.4 1
May .................. 113.6 113.1 120.0 124.4 105.6 107.6 102.7 106.5 74.2 73.6 1
J u n e .................. 117.9** 113.2** 132.7** 119.3** 109.2** 107.6** 104.1** 106.9** 74.2** 71.5** 1
















June .............. . 129.3 132.1 153.4 146.5 176.4 178.5 92.3 84.2 331.0 323.9 1!
July _________ 134.5 139.2 157.7 149.8 184.4 199.6 107.3 130.8 341.9 339.9 11
August ... . 108.9 99.1 107.4 104.3 110.5 119.7 44.4 53.6 332.3 337.0 1!
S ep tem b er___ 72.0 62.2 45.9 43.1 0.0 0.0 0.0 0.0 338.3 340.0 2(
October _____ 83.3 65.7 41.4 40.3 0.0 0.0 0.0 0.0 329.8 332.1 2(
N ovem ber____ 83.4 73.8 43.8 41.6 0.0 0.0 0.0 0.0 327.4 329.7 2(
December ........ 64.6 65.9 38.9 39.7 0.0 0.0 0.0 0.0 338.3 338.3 2(
1960
January 45.4 49.2 40.1 43.4 0.0 0.0 4.3 4.8 331.8 328.5 11
February ____ 69.6 79.7 74.4 81.3 49.4 46.4 9.0 8.4 341.9 333.6 If
March .............. 111.0 133.2 130.1 144.7 146.9 141.2 16.4 16.5 329.8 329.8 If
April __  __ 114.1 129.2 134.6 139.2 179.1 169.0 33.9 25.9 327.4 329.4 r
M a y .................. 121.9** 132.5** 147.2** 144.7** 181.0** 180.1** 30.9** 26.3** 312.6 313.5 if
June ................ 115.2* 117.7* 139.7* 133.3* 171.8* 177.1* 53.2* 48.5* 325.0 318.0 2(
July --------------  If
Adj.—Adjusted for seasonal variation. *—Preliminary **—Revised
’Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all ful 
month.
’'Unemployment Compensation Commission of Montana. Number of work applicants at end of month. 
"Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacifi 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
‘Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carload 
"Computed from reports of U. S. Bureau of Mines. Daily average.
"Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana con 
"Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
“Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department a 











Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1959
92.3 90.1 108.6 105.4 146.3 140.4 11,049 13,742 201.4 195.5 . _____ ___June
93.2 89.1 108.9 105.1 137.0 134.4 7,792 11,896 203.1 214.0 . July
92.3 88.8 109.7 103.8 143.6 142.5 7,777 15,370 182.3 187.6 ..............  August
90.0 87.5 107.5 102.6 144.7 142.8 8,802 17,818 140.0 142.8 .___  September
87.3 86.0 109.7 107.5 149.0 145.5 10,166 17,898 135.5 144.1 _............. October
86.4 85.0 109.2 107.9 145.9 148.6 17,740 19,733 143.0 151.5 ........November
85.0 86.0 111.7 108.6 147.5 150.0 20,168 16,586 143.6 145.9 .____  December
81.8 85.0 103.6 110.7 144.7 148.7 24,452 16,097 163.1 159.4 .
1960 
........... January
81.4 85.0 103.3 111.3 144.7 148.7 23,066 14,056 185.3 173.5 .......... February
82.3 86.2 103.3 110.1 145.5 148.6 21,543 14,192 213.2 208.8 ................ March
84.1 86.8 106.4 109.1 150.2 151.4 16,153 13,338 219.4 210.2 _________  April
87.7 87.6 106.9 106.9 150.2 148.0 10,923 12,384 218.4 208.4 _________  May
90.0** 87.9** 108.0** 104.9** 157.2** 150.9** 10,035 12,481 229.8 223.1 . ... June
90.9* 86.9* 107.8* 104.0 152.5* 149.6* 8,038 12,272 214.4 225.9 ...................  July
Nonfarm Mortgage Recordings (Unadj.)8
Savings Insur- Agricultural& Loan ance Comm. Dept. Store Prices310
Total Assocs. Cos. Banks Others Sales9 Livestock Crops
($1,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj. Unadj. Unadj. 1959
7,062 2,967 219 2,821 1,055 126.9 139.1 110.0 78.0 ..........................  June
6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 ............................ ............  July
6,731 2,198 476 2,667 1,390 147.4 129.9 106.0 77.0 ____________  August
6,212 2,388 205 2,458 1,161 132.2 122.6 106.0 75.0 ...........  September
6,771 2,105 418 2,658 1,590 138.4 124.0 101.0 77.0 _________________ October
4,450 1,132 341 1,844 1,133 140.3 118.4 95.0 78.0 November
6,873 1,759 466 3,104 2,544 205.5 123.6 94.0 79.0 _____:__________December1960
5,200 1,150 455 2,285 1,310 80.4 128.4 93.0 78.0 .............. January
4,687 1,351 343 1,776 1,217 74.8 116.3 94.0 78.0 ________________ _ February
5,023 1,469 716 1'862 976 89.2 111.2 105.0 79.0 ................March
6,017 1,717 644 2,008 1,648 125.7 131.8 102.0 80.0 . April
5,599 1,626 623 2,009 1,341 125.4 128.5 101.0 82.0 _______________ May
112.9 123.8 93.0 81.0 _______________ June
113.5 123.1 .........................................  July
time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
I Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial 
lilt loaded at Montana points. Daily average.
|»aily average.
I  ores in Montana. Daily average. 5
Adjusted for seasonal variation: This means that intra-annual repeti 
tive fluctuations in the business indicattors occasioned by the effects of 
climate, custom and convention have been allowed for statistically. 
For a more complete discussion see the September 1957 issue of Montana 
Business Review.
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(Continued from page 3)
A breakdown of sales by kind of business 
emphasizes a number of differences between 
Montana and the United States as a whole 
(Table 2). Because agriculture is an im 
portant activity in Montana, the lumber, 
building materials, hardware, and farm im 
plement group shows a much higher propor 
tion of total sales than in the nation as a 
whole. The high incidence of automobile 
ownership is reflected in a larger share of 
total sales by automotive dealers and service 
stations. Eating and drinking places also re 
ceive a relatively large percentage of total 
retail expenditures. On the other hand, gen 
eral merchandise, apparel, furniture and ap 
pliance stores, and nonstore retailers located 
in Montana do a smaller proportion of the 
total retail business than their counterparts 
elsewhere in the nation.
Because the 1960 Census of Population has 
made it necessary to revise downward inter- 
censal estimates of Montana population, it is 
not possible to make national and state per 
capita sales comparisons, either total or by 
kind of business, at this time.
Major Retail Trade Centers 
Billings and Great Falls continued to be 
Montana’s major retail trade centers, fol 
lowed by Butte and Missoula. The combined 
sales of retail stores within the limits of these 
four cities amounted to 36.6 percent of total 
state sales in 1958. With the exception of 
Butte, where population declined between 
1954 and 1958, increases were well above the 
state average. Although its sales were the 
smallest, Missoula had the largest rate of in 
crease, 23.3 percent. Interestingly, in all four 
cases retail establishments located outside 
the city boundaries but within the county in 
creased their sales faster than those located in 
the city proper. Presumably the explanation 
lies in the growth of shopping centers or bus 
iness establishments in adjoining residential 
areas or along major highways outside the 
city limits.
Two smaller trade centers, Livingston and 
Bozeman, recorded the largest sales increases 
of any Montana cities, with gains of 26.7 and 
25.9 percent respectively. A number of others 
registered declines: Kalispell, Lewistown, 
Glendive, Cut Bank, Shelby, Wolf Point, 
Whitefish, Roundup and Red Lodge.
Seventeen counties, most of them with no 
towns of over 2,500 population, experienced 
declines in retail sales between 1954 and 1958. 
A number of others showed increases small 
enough to indicate a decline in physical vol 
ume. Those with actual dollar declines were 
Blaine, Broadwater, Carbon, Carter, Chou 
teau, Daniels, Fergus, Garfield, Golden Val 
ley, McCone, Madison, Phillips, Roosevelt, 
Sheridan, Toole, Wheatland, and Wibaux. 
Many of these are small agricultural coun 
ties located in north central and northeastern 
Montana. A number lost population, or 
showed practically no gain, between the 1950 
and 1960 Censuses of Population. Retail bus 
inesses in these counties are for the most 
part victims of the long-term increasing ur 
banization and declining rural population 
characteristic of both Montana and the rest 
of the United States. Unless some new devel 
opment in the nonagricultural field occurs, 
the outlook for retail trade in these areas will 
remain poor.
Prospects for the future growth of retail 
trade in Montana as a whole, including its 
major trade centers, also depend largely upon 
the establishment of new basic, nonagricul 
tural industries, particularly manufacturing, 
which provide the foundation for expansion 
in all the distributive trades. It is quite un 
likely that the state can support much further 
development of its distributive facilities 
without a larger foundation of basic, produc 
tive industry to build upon.
6
TABLE m














Montana, total ......................  ........-.............- 8,261 8,223 4.6 862,577 778,033 10.9
Beaverhead —._________ _ _____________ 109 119 -8.4 11,005 9,896 11.2
D illo n ______________________________ 67 77 -13.0 9,310 8,470 9.9
Big Horn _ _________ :-------------------------- 119 120 -0.8 9,727 8,458 15.0
B la in e _______________________________ 99 124 -20.2 8,799 9,300 -5.4
Broadwater................... -................................. 31 35 -11.5 2,560 2,645 -3.2
Carbon_______________________________ 143 153 -6.5 6,621 7,000 -5.4
Red Lodge ............------ --------------- - ...... 52 70 -25.7 3,487 4,023 -13.3
C a r te r _______________________________ 35 36 -2.8 1,652 1,716 -3.7
Cascade .... ~..................-............. ........ ....... 717 629 14.0 107,380 86,384 26.1
Great Falls .................. . ............... ..... ....... 591 513 15.2 98,207 79,884 22.9
Chouteau____________________________ 96 101 -5.0 9,698 10,103 -4.0
Custer ................... ...........—_____________ 175 159 10.1 20,579 17,668 16.5
Miles C ity ....... ............................... ..... 165 140 17.9 20,076 16,813 19.4
D a n ie ls ______________________________ 78 59 32.2 4,897 6,046 -19.0
Dawson J_____________________________ 136 122 11.5 15,389 14,700 4.7
Glendive ................................... ....... ......... ~ 89 88 1.1 11,956 12,771 -6.4
Deer L od ge__________________ ________ 165 175 -5.7 18,785 15,589 20.5
Anaconda ........................ ................ .......... 146 167 -12.6 17,686 15,013 17.8
F allon ................... :................... . ....... ....... .. 67 46 45.6 4,748 4,125 15.1
Fergus ........................................................... 193 216 -10.6 17,294 18,045 -4.2
Lewistown ..................................... ......... 129 143 -9.8 14,802 14,945 -1.0
Flathead ________ _ ___________________ 444 461 -3.7 42,919 40,975 4.7
Kalispell ............................ .............. ......... 197 230 -14.4 28,205 28,222 -0.1
Whitefish ............................................. ...... 58 70 -17.1 4,938 5,415 -8.8
Gallatin .................... ........... ............ ............... 333 323 3.1 33,454 27,982 19.6
B ozem an ...................................... ............... 169 181 -6.6 25,147 19,975 25.9
G arfield__________________________ —. 17 22 -22.7 894 1,262 -29.2
G lacier.............. ............... 155 130 19.2 13,715 13,408 2.3
Cut B a n k __________________ 65 64 1.6 9,102 9,198 -1.0
Golden Valley .................. ........... . 20 21 -4.8 858 1,183 -27.5
Granite . 66 58 13.8 3,175 2,909 9.1
Hill 166 191 -13.1 26,916 26,630 1.1
Havre ............ ......... 124 143 -13.3 23,141 22,225 4.1
Jefferson .............. . 82 71 15.5 5,267 3,261 61.5
Judith Basin ................... 45 46 -2.2 2,512 2,319 8.3
Lake . ___ 177 186 -4.8 11,623 10,719 8.4
Lewis and C la rk .... ........ 312 325 - 4 .0 37,871 32,151 17.8
Helena ............ 237 267 -11.2 34,592 29,333 17.9
Liberty .............. ......... 52 44 18.2 6,052 3,735 62.0
Lincoln . 122 112 8.9 9,939 8,595 15.6
McCone .... 34 39 -12.8 2,585 3,078 -16.0
M adison____ ___ 91 106 -14.2 4,190 4,553 -8.0
Meagher __ 37 39 -5.1 2,771 1,938 43.0
Mineral _. 59 58 1.7 2,285 2,154 6.1
Missoula ................... 434 430 0.9 60,394 48,752 23.9
Missoula ............. 337 336 0.3 53,238 43,190 23.3
Musselshell . 73 80 -8.8 5,524 5,367 2.9
Roundup ........ 54 61 -11.5 4,911 5,003 -1.8
Park 208 230 -9.6 17,360 13,934 24.6
Livingston.............. 138 158 -12.7 14,879 11,743 26.7
Petroleum 13 11 18.2 (0) 311 —
Phillips 102 106 -3.8 7,866 9,070 -13.3















Pondera ...................... ..................................... 112 101 10.9 11,868 11,511 3.1
Powder R iv er ........... ......... .................. 26 21 23.8 1,511 1,279 18.1
P o w e ll_____ _ ______________________ _— 78 104 -25.0 7,025 6,758 4.0
Deer L od ge.................................................. 52 69 -24.6 5,810 5,450 6.6
Prairie —- ............................ . . ___ 35 34 2.9 2,433 2,281 6.7
Ravalli ........... ..................... 177 167 6.0 11,497 10,102 13.8
Hamilton .............................. . 88 101 -12.9 7,892 7,354 7.3
Richland ...........................—. 144 130 10.8 15,728 12,909 21.8
Sidney 78 86 -9.3 11,255 9,713 15.9
R oosevelt...................................  ...... 159 192 -17.2 14,724 18,868 -22.0
Wolf Point ______ ________ 65 75 -13.3 7,027 9,090 -22.7
Rosebud ___ ___ _________ 74 93 -20.4 5,629 5,134 9.6
Sanders .............................. _ 120 99 21.2 5,640 5,274 6.9
Sheridan ..................... ........ ........... ....... 95 110 -13.6 7,156 9,021 -20.7
Silver Bow ...................... ..................  _........ 619 661 -6.4 67,822 64,409 5.3
Butte ............................ .............................. 546 606 -9.9 63,673 61,544 3.5
Stillwater ________ ____ __________ _____ 84 92 -8.7 5,444 4,774 14.0
Sweet G ra ss_________________________ 59 52 13.5 4,046 3,508 15.3
Teton ............................................................—. 92 100 -8.0 9,484 9,292 2.1
Toole __________ _____________________ 143 122 17.2 12,506 12,641 -1.1
Shelby ...................... ................................... 83 78 6.4 9,130 9,415 -3.0
Treasure .................................. 12 25 -52.0 1,184 1,090 8.6
Valley ________  _ _ ___ _____ 157 162 -3.1 17,214 17,137 0.4
Glasgow _______ ___  ___ 80 87 -8.0 13,350 12,722 4.9
Wheatland ______________  _______ 67 59 13.6 4,237 4,351 -2.6
Wibaux . ■............................................ 34 20 70.0 1,675 1,825 -8.2
Yellowstone ........................  .......... 768 696 10.3 117,900 97,034 21.5
Billings ___  . . ............ 565 498 13.4 100,916 83,546 20.8
Laurel ........................... ...... ........ 70 63 11.1 6,153 5,545 11.0




1949 =  100)
Billings Butte 














June .... 232.0 238.9 146.8 133.1 219.1 228.2 176.5 181.2 181.2 174.1 140.5 135.2 131.2 144.0 248.2 235.9
July ... 224.8 229.8 142.0 146.1 203.2 222.8 169.6 175.0 181.7 168.6 128.6 154.7 139.6 168.8 270.3 267.9
August 230.9 240.3 128.0 141.1 222.6 254.1 179.1 186.4 205.0 184.7 133.1 164.7 139.7 165.9 244.1 240.0
Sept. _ _  250.4 232.1 126.1 121.4 228.6 248.7 191.3 163.8 224.2 203.3 146.4 131.8 175.2 162.7 257.0 229.5
Oct. __... 261.1 225.3 125.5 117.4 241.1 196.5 186.3 160.6 195.9 183.4 169.7 130.7 228.1 162.7 248.0 226.5
i'lov. _ ... 274.0 251.4 119.1 120.7 289.8 241.5 189.2 184.6 179.3 169.5 223.3 186.4 256.7 187.5 245.3 251.1
Dec. _ _. 263.4 244.3 121.4 111.8 230.4 207.0 179.8 171.9 179.4 169.2 170.6 140.5 207.8 179.0 244.2 227.4
1960
Jan. _ ._ 229.3 231.8 110.1 111.8 218.2 207.6 190.6 177.8 181.2 182.3 160.2 154.3 166.5 166.2 228.3 237.6
Feb. . 227.9 252.7 111.1 118.1 198.1 213.0 166.9 182.4 178.6 196.7 133.2 155.1 139.0 169.3 243.8 288 2
March _225.2 233.8 129.7 125.2 191.6 196.9 163.6 181.4 154.4 181.4 122.7 144.4 146.3 169.9 249.7 258.5
April 220.0 230.8 127.1 130.8 202.3 205.4 170.5 183.1 150.0 186.3 126.0 142.0 140.3 159.6 219.2 232.0
M a y _... 230.6 259.1 132.4 145.5 204.7 230.5 175.7 201.0 169.1 180.5 135.4 151.4 125.2 147.8 242.2 257.6
June ...... 228.8 235.6 152.3 138.1 224.2 233.5 190.3 195.4 193.3 185.7 139.2 134.0 136.8 150.2 288.1 273.8
July ...... 213.3 218.1 129.5 133.2 202.2 221.7 167.8 173.2 171.8 159.4 129.1 155.4 141.9 171.6 230.5 228.4
Adj.—Adjusted for seasonal variation
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PERSONAL INCOME IN THE FIFTIES
MAXINE C. JOHNSON, Research Associate 
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With the recent release of 1959 personal in 
come estimates by the U. S. Department of 
Commerce, it is possible to compare income 
developments in the various states and the 
nation over the decade of the fifties.1 Despite 
slowdowns in 1954 and 1958, total personal 
income in the continental United States2 in 
creased every year between 1950 and 1959. 
The total growth over the ten-year period 
amounted to 69 percent. Wide variations from 
the national figure occurred in the various 
regions. In general, the Far West, the South 
east, the Southwest, and the Rocky Moun 
tain states exceeded the national rate of 
growth, while other areas lagged behind.
The Rocky Mountain region, which consists 
of Montana, Idaho, Wyoming, Utah, and Colo 
rado, recorded a composite gain of 71 per 
cent in total personal income during the 
decade. This increase was by no means uni 
form throughout the region, however. The 
two largest states, Colorado and Utah, were 
responsible for the favorable showing of the 
region; Montana, Idaho, and Wyoming failed
in com e estimates in this article are taken from the 
Survey of Current Business, August I960, and Per 
sonal Income by States Since 1929, A  Supplement 
to the Survey of Current Business, 1956, both pub 
lished by the Office of Business Economics, U. S. 
Department of Commerce.
Excluding Alaska and Hawaii.
to keep pace with the national rate of growth 
(Table 1).
In addition to substantial national growth, 
the decade of the fifties witnessed a narrow 
ing of geographic differentials in income 
levels. On a per capita basis (total income 
divided by total population), the eastern part 
of the United States (New England, the Mid 
east, and the Great Lakes region) and the Far 
West continued to be the highest income 
areas. But other regions, particularly the
TABLE 1
GROWTH OF TOTAL PERSONAL INCOME 
IN THE UNITED STATES AND FIVE 
ROCKY MOUNTAIN STATES, 
1950-1959
Total Personal Income 
(m illions of dollars) %
Area 1950 1959 Increase
Continental
United States1 ____ 225,473 380,664 69
Five Rocky
Mountain States .... 5,010 8,575 71
C olorado-------------- 1,930 3,737 94
Utah .............. - ........ 892 1,626 82
Idaho 757 1,187 57
Wyoming ________ 474 707 49
Montana _________ 957 1,318 38
Excludes Alaska and Hawaii.
Source: U. S. Department of Commerce, Office of 
Business Economics.
MONTANA BUSINESS REVIEW
October 1960 Vol. 12, No. 10
Published monthly and sent free on request 
by the Bureau of Business and Economic Re 
search, School of Business Administration, 
Montana State University, Missoula.
Entered as second-class matter March 3, 1949, 
at the Post Office at Missoula, Montana, under 
the Act of August 24, 1912. qggjjlaa55
Bureau of Business & Economic Research 
School of Business Administration
Montana State University, Missoula 
Member, Associated University Bureaus of 
Business and Economic Research 
Paul B. Blomgren, Dean and A cting Director 
M axine C. Johnson, Research Associate 
Alfred J. Dubbe, Research Assistant 
Roland H. Pedersen, Research Assistant 
Donald A. Watne, Research Assistant 
Patricia E. Best, Secretary
2
PERSONAL INCOME IN MONTANA, FIVE ROCKY MOUNTAIN STATES, 
AND THE UNITED STATES, 1950-1959
(1950 =  100)
Total Personal Income Per Capita Income
--------- Montana ----------Rocky Mountain States .............United States
Source: U. S. Department of Commerce, Office of Business Economics.
Southeast and the Southwest, greatly im 
proved their position with respect to the rest 
of the nation.
With the exception of Colorado, the Rocky 
Mountain states failed to upgrade their in 
come status. Nationally, per capita incomes 
increased 45 percent between 1950 and 1959.3 
In Colorado the gain amounted to 47 percent 
and in the other Rocky Mountain states it 
was less, ranging down to the 22 percent in 
crease recorded for Montana (Table 2). None 
of the five states had per capita income equal 
to the national figure in 1959, although Wyo- 
ing and Colorado were only slightly lower. 
Wyoming per capita income has frequently 
exceeded that of the United States, but will 
have to increase its rate of growth if it is 
to continue to do so. Montana began the 
decade with a per capita income well above 
the national, thanks to an abnormally high 
level of agricultural income. It began to 
slip in 1952 and since 1953 has been below *
*During the same period, the national Consumer 
Price Index (cost-of-living index) increased 21 per 
cent.
the national level, with the size of the dif 
ferential largely dependent upon the vagaries 
of agricultural income. Montana’s per cap 
ita income in 1959, a poor agricultural year, 
is estimated at $1,955 compared to $2,166 for 
the United States. In 1958, when farm in 
come was unusually high, state per capita
TABLE 2
GROWTH OF PER CAPITA INCOME IN




Per Capita Income %
Area 1950 1959 Increase
Continental
United S ta te s.... $1,491 $2,166 45
Five Rocky
Mountain States 1,428 1,990 39
C olorado______ 1,446 2,123 47
U ta h __________ 1,283 1,848 44
Idaho ................... 1,279 1,782 39
W y o m in g -------- 1,629 2,149 32
Montana ............. 1,606 1,955 22
Source: U. S. Department of Commerce, Office of 
Business Economics
































J u ly _______... 118.0 112.4 136.4 120.6 107.4 102.6 102.7 103.5 92.1 93.6 17(
August ____ ... 119.8 112.8 138.2 118.5 105.6 100.4 104.1 103.8 92.1 93.9 16l
September _ ... 111.9 106.5 127.3 109.4 51.8 51.3 100.0 96.9 50.5 51.3 154
October ....... ... 112.4 109.4 134.5 123.0 51.8 51.7 116.4 104.8 50.5 51.7 13c
November _... 109.9 109.0 127.3 122.0 50.0 51.0 116.4 109.9 48.5 47.6 11(
December .... 108.9 110.2 120.0 124.1 53.7 55.8 104.1 103.5 47.5 46.8 10c
1960 
J a n u a r y ___ ... 104.9 111.2 110.9 130.2 70.4 71.6 105.5 107.1 47.5 47.7 8f
February __ .. 105.4 113.0 109.1 129.4 77.8 79.1 101.4 106.8 62.4 63.3 7S
March ... 106.8 114.2 107.3 131.8 103.7 105.3 100.0 105.0 69.3 69.3 74
April ..........1 ... 111.2 115.1 105.4 126.2 105.6 105.3 101.4 107.3 72.3 71.4 106
May _______ ... 113.6 113.1 120.0 124.4 105.6 107.6 102.7 104.6 74.2 73.6 119
J u n e__ ____ .. 117.9 113.2 132.7 119.3 109.2 107.6 104.1 106.6 74.2 71.5 137
July ......... 118.4** 112.8** 132.7** 117.3** 107.4** 102.6** 105.5** 106.4** 75.2** 76.4** 142
August ___ _ 118.8* 111.9* 136.4* 117.0* 109.2* 103.8* 102.7* 102.4* 74.2* 75.6* 149












July _______ 134.5 139.2 157.7 149.8 185.5 203.8 107.2 130.7 341.9 339.9 191
A u g u s t____ ... 108.9 99.1 107.4 104.3 111.2 120.9 44.3 53.4 332.3 337.0 188
September 72.0 62.2 45.9 43.1 0.0 0.0 0.9 1.4 338.3 340.0 202
October ......... ... 83.3 65.7 41.4 40.3 0.0 0.0 1.8 ■ 2.2 329.8 332.1 204
November ... ... 83.4 73.8 43.8 41.6 0.0 0.0 0.8 0.7 327.4 329.7 209.
December .. 
160
J a n u a r y ___
64.6 65.9 38.9 39.7 0.0 0.0 6.2 5.5 338.3 338.3 200.
... 45.4 49.2 38.6** 41.7">* 0.0 0.0 4.3 4.8 331.8 328.5 186.
February __ ... 69.6 79.7 74.4 81.3 49.4 46.4 9.0 8.4 341.9 333.6 183
March ........... ... 111.0 133.2 130.1 144.7 146.9 141.2 16.4 16.5 329.8 329.8 180.
A p r i l______ ... 114.1 129.2 134.6 139.2 179.1 169.0 33.9 25.9 327.4 329.4 177
May ______ ... 121.9 132.5 147.2 144.7 181.0 180.1 30.9 26.3 312.6 313.5 186.
June ............. 115.2 117.7 139.7 133.3 174.1** 179.5** 53.2 48.5 325.0 318.0 202.
July .. _  118.5 122.7 137.7 130.6 170.7* 187.6* 53.7* 65.5* 337.9 335.9 182.
A u g u s t____
dj.—Adjusted for seasonal variation. *__Preliminary **—Revised
196.
’Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- 
month. Adjusted indexes for nondurable manufacturing and government revised.
Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
’Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
‘Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadin 
’Computed from reports of U. S. Bureau of Mines. Daily average. 1959 figures revised.
’Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
’Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana comm 
•Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
•Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department an( 










Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
93.2 89.1 108.9 105.1 137.0 137.3 7,792 11,896 203.1 214.0 ....
1959 
—  July
92.3 88.8 109.7 103.8 143.6 143.9 7,777 15,370 182.3 187.6 ....  August
90.0 87.5 107.5 102.6 144.7 144.1 8,802 17,818 140.0 142.8 September
87.3 86.0 109.7 107.5 149.0 147.2 10,166 17,898 135.5 144.1 ...._____ October
86.4 85.0 109.2 107.9 145.9 147.1 17,740 19,733 143.0 151.5 ....  November
85.0 86.0 111.7 108.6 147.5 149.6 20,168 16,586 143.6 145.9 .. December
81.8 85.0 103.6 110.7 144.7 146.9 24,452 16,097 163.1 159.4 ....
1960 
. January
81.4 85.0 103.3 111.3 144.7 147.0 23,066 14,056 185.3 173.5 ...... February
82.3 86.2 103.3 110.1 145.5 147.1 21,543 14,192 213.2 208.8 . March
84.1 86.8 106.4 109.1 150.2 149.9 16,153 13,338 219.4 210.2 .... . April
87.7 87.6 106.9 106.9 150.2 147.4 10,923 12,384 218.4 208.4 ....  May
90.0 87.9 108.0 104.9 157.2 151.3 10,035 12,481 229.8 223.1 ..... June
90.4** 86.4** 108.6** 104.8** 152.5** 153.4** 8,038 12,272 214.4 225.9 .. July
90.0* 86.5* 109.2* 103.3* 153.3* 153.8* 7,939 15,690 ... August




ance Comm. Dept. Store
Agricultural
Prices10
Total Assocs. Cos. Banks Others Sales0 Livestock Crops
($1,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj. Unadj. Unadj.
1959
6,740 1,935 342 2,915 1,548 125.4 136.0 108.0 79.0 ................  -...................... July
6,731 2,198 476 2,667 1,390 147.4 129.9 106.0 77.0 ______ -.............. ........  August
6,212 2,388 205 2,458 1,161 132.2 122.6 106.0 75.0 _____________  September
6,771 2,105 418 2,658 1,590 138.4 124.0 101.0 77.0 ...............................  October
4,450 1,132 341 1,844 1,133 140.3 118.4 95.0 78.0 ............ ......... ....... November
6,873 1,759 466 3,104 2,544 205.5 123.6 94.0 79.0 .........  December
1960
5,200 1,150 455 2,285 1,310 80.4 128.4 93.0 78.0 ____ __ ____ _____  January
4,687 1,351 343 1,776 1,217 74.8 116.3 94.0 78.0 ________________ February
5,023 1,469 716 1,862 976 89.2 111.2 105.0 79.0 ___________________ March
6,017 1,717 644 2,008 1,648 125.7 131.8 102.0 80.0 ____________________April
5,599 1,626 623 2,009 1,341 125.4 128.5 101.0 82.0 _____________________May
7,491 2,172 518 2,318 2,483 112.9 123.8 93.0 81.0 ____________________ June
5,481
|






I me wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
■ Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
loaded at Montana points. Daily average.
l i l y  average.
Sores in Montana. Daily average.
Adjusted for seasonal variation: This m eans that intra-annual repeti 
tive fluctuations in the business indicattors occasioned by the effects of 
clim ate, custom and convention have been allowed for statistically.
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(Continued from page 3) 
income amounted to $2,024, only slightly be 
low the national figure of $2,069.
Wide year-to-year fluctuations in agricul 
tural income, with their deleterious effect 
upon total income, are simply a fact of life 
in Montana. In general, both farmers and 
ranchers and the businessmen who serve 
them are accustomed to coping with this 
problem. In spite of these fluctuations, Mon 
tana’s farmers and ranchers are consistently 
among the most prosperous in the nation. 
Even in 1959, the poorest year since 1949, the 
state ranked sixth among the 48 states in net 
income per farm (after changes in inventory). 
It typically ranks third or fourth, with net 
income per farm approximately double that 
for the continental United States as a whole. 
It is well to remember, however, that per 
farm  income is being maintained by consoli 
dation of ranch units at a cost of lower em 
ployment in the industry. According to the 
Census of Agriculture, there were approxi 
mately 5,500 fewer farm and ranch units in 
1959 than in 1950.
Although fluctuating agricultural income 
and declining employment opportunities in 
agriculture create problems for the state, the 
heart of its income difficulties lies in the non- 
agricultural sector of the economy. The fail 
ure of Montana’s nonagricultural industries 
to keep pace with the national rate of growth 
has been belabored frequently, in this pub 
lication and elsewhere. It is, or should be, a 
matter of serious concern to all residents of 
the state, for Montana’s economic well-being 
is dependent to a large extent upon develop 
ments in its nonagricultural industries.
Table 3 breaks down total income for Mon 
tana and the United States into farm and 
nonfarm origins. Unfortunately, the use of 
the years 1950 and 1959 results in comparing 
a very good agricultural year with a very 
poor one. Even if farm income had held its 
own, however, total state personal income 
would not have kept pace with the national 
because of the relatively slow growth in the 
important private nonfarm income sector, 
which has increased only 55 percent over the 
decade compared to 72 percent in the United
TABLE 3
FARM AND NONFARM INCOME IN THE 
UNITED STATES AND MONTANA, 
1950 and 1959
Millions of Dollars %
Source 1950 1959 Change
Total personal income
United S ta te s______ 225,473 380,664 69
Montana ____ ___ 957 1,318 38
Farm income1
United S ta te s__ ___ 16,020 14,493 -10
Montana _____ ___ 262 178 -32
Nonfarm income
United States ............ 209,453 366,171 75
Montana __________ 695 1,140 64
Government payments3»
United S ta te s___ 36,311 68,731 89
Montana ______ 144 286 99
Private nonfarm income8
United States 173,142 297,440 72
Montana ............ 551 854 55
’Consists of net income of farm proprietors, farm
wages, and farm “other” labor income, less per-
sonal contributions under the OASI (Social Secur 
ity) program.
“Consists of income disbursed directly to persons by 
the federal and state and local governments. Com 
prises wages and salaries (net of employee con 
tributions for social insurance), other labor income, 
interest, and transfer payments.
“Equals total personal income less farm income and 
government income payments.
Source: U. S. Department of Commerce, Office of 
Business Economics..
States as a whole. Only in the government 
sector of nonfarm income did Montana’s 
growth (99 percent) exceed that of the na 
tion (89 percent).
The most important form of personal in 
come payments is, of course, wages and sal 
aries (Table 4). Total wages and salaries in 
creased 57 percent in Montana and 76 percent 
in the United States between 1950 and 1959; 
nonfarm wages and salaries made a somewhat 
better showing in the state, with a gain of 
63 percent compared to 78 percent in the 
nation. Only two private nonagricultural in 
dustries in Montana recorded a 1950-1959 
growth in wage and salary payments in ex 
cess of the national rate. They were the rela 
tively small finance and communications 
groups. The mining industry made a par 
ticularly bad showing because of a labor dis-
6
TABLE 4
PERSONAL INCOME BY MAJOR SOURCE, 
MONTANA, 1950, 1958, and 1959, AND 
COMPARISON OF GROWTH RATES, 
MONTANA AND THE UNITED STATES
Source
% Change
Millions of Dollars Mont. U.S.
Montana 1950- 1950- 
1950 1958 1959 59 59
Total personal income 957 1,342 1,318 38 69
Wages and salaries 479 722 754 57 76
Farm .................... 33 30 27 -18 6
Nonfarm .............. 446 692 727 63 78
M in ing............. 36 42 37 3 21
Contract con-
struction __ _ 38 55 61 60 92
Manufacturing 60 97 99 65 72
Wholesale and
retail trad e. 100 143 153 53 69
Finance, insur 
ance and
real estate .... 12 24 27 125 102
Transportation 63 79 82 30 44
Communications 
and public
utilities ___ 15 28 29 93 84
Services .......... 40 64 67 68 88
Government ... 83 160 171 106 106
Other labor income1 11 30 31 182 165
Proprietors’
income9 ________ 329 368 290 -12 29
Farm __________ 228 238 153 -33 -11
Nonfarm ...... ...... 101 130 136 35 52
Property income9—. 95 147 161 69 74
Transfer payments4 54 99 109 102 80
Less personal 
contributions for
social service___ 12 25 27
‘Employer contributions under private pension and 
welfare funds, compensation for injuries, pay for 
military reservists, and other minor items.
’Income from unincorporated businesses and pro 
fessional service.
^Rental income, dividends, and personal interest in 
come.
^Social security payments, military pensions, relief 
payments, corporate gifts to nonprofit institutions, 
consumer bad debts, etc.
Source: U. S. Department of Commerce, Office of 
Business Economics.
pute which closed the Butte mines for the 
last four months of 1959, but even if the strike 
had not occurred the growth for the industry 
still would have been small. Manufacturing 
payrolls also suffered as a result of reduced 
employment in smelting and refining, in con 
junction with labor disputes. Over the ten- 
year period wages and salaries paid by all 
manufacturing industries increased 65 per 
cent in Montana and 72 percent in the United 
States. This performance was considerably 
better than that of a number of other in 
dustry groups in the state, but manufactur 
ing continues to be of much less importance 
here than in the nation as a whole. Growth 
in this area is essential to a more rapid de 
velopment of the state's entire nonagricul- 
tural economy.
Nonfarm proprietors' income traditionally 
has been more important in Montana than 
in the United States as a whole. However, 
professional people and the relatively large 
number of businessmen operating unincor 
porated businesses in the state did not fare 
as well during the past decade as did their 
counterparts in the rest of the country. Non 
farm proprietors' income in Montana in 
creased only 35 percent compared to 52 per 
cent in the United States as a whole.
Of the other major sources of income, prop 
erty income (rents, dividends, and personal 
interest income) increased 69 percent in 
Montana and 74 percent in the United States, 
while transfer payments (mostly govern 
ment payments such as social security, relief, 
etc.) in the state exceeded the national 
growth, 102 percent as compared to 80 per 
cent. Important as government is in the over 
all state economy, its rapidly-growing dis 
bursements can only partially offset the lag 
in the rest of the economy.
Thus the new 1959 income data once more 
point up the difficulties faced by a raw ma 
terial-oriented area in keeping pace with a 
highly industrialized nation. Montana is not 
a low income area; twenty states, including 
neighboring Idaho and Wyoming, had a lower 
per capita income in 1959. The distressing 
factor is that the state is falling behind, with 
all that this implies in terms of population, 
individual well-being, and state and local 
government finance. The “fabulous fifties” 
were not quite so fabulous in Montana as in 
other parts of the United States. The prob 
lem now, of course, is how to improve the 
state's performance in the sixties.
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July _ 224.8 229.8 142.0 146.1 203.2 222.8 169.6 175.0 ’81.7 168.6 128.6 154.7 139.6 168.8 270.3 267.9
August 230.9 240.3 128.0 141.1 222.6 254.1 179.1 186.4 205.0 184.7 133.1 164.7 139.7 165.9 244.1 240.0
Sept. . . 250.4 232.1 126.1 121.4 228.6 248.7 191.3 163.8 224.2 203.3 146.4 131.8 175.2 162.7 257.0 229.5Oct. . 261.1 225.3 125.5 117.4 241.1 196.5 186.3 160.6 195.9 183.4 169.7 130.7 228.1 162.7 248.0 226.5
Nov. __ 274.0 251.4 119.1 120.7 289.8 241.5 189.2 184.6 179.3 169.5 223.3 186.4 256.7 187.5 245.3 251.1Dec. __
1960
. 263.4 244.3 121.4 111.8 230.4 207.0 179.8 171.9 179.4 169.2 170.6 140.5 207.8 179.0 244.2 227.4
Jan. __. 229.3 231.8 110.1 111.8 218.2 207.6 190.6 177.8 181.2 182.3 160.2 154.3 166.5 166.2 228.3 237.6Feb. __. 227.9 252.7 111.1 118.1 198.1 213.0 166.9 182.4 178.6 196.7 133.2 155.1 139.0 169.3 243.8 288 2March 225.2 233.8 129.7 125.2 191.6 196.9 163.6 181.4 154.4 181.4 122.7 144.4 146.3 169.9 249.7 258.5April 220.0 230.8 127.1 130.8 202.3 205.4 170.5 183.1 150.0 186.3 126.0 142.0 140.3 159.6 219.2 232.0M a y __ . 230.6 259.1 132.4 145.5 204.7 230.5 175.7 201.0 169.1 180.5 135.4 151.4 125.2 147.8 242.2 257.6
J u n e __ 228.8 235.6 152.3 138.1 224.2 233.5 190.3 195.4 193.3 185.7 139.2 134.0 136.8 150.2 288.1 273.8
July __ . 213.3 218.1 129.5 133.2 202.2 221.7 167.8 173.2 171.8 159.4 129.1 155.4 141.9 171.6 230.5 228.4
August 236.6 246.2 133.0 146.6 235.4 268.7 195.3 203.2 193.9 174.7 138.4 171.3 138.7 164.7 243.1 239.0
Adj.—Adjusted for seasonal variation
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HOW TO MAKE BETTER USE OF FINANCIAL STATEMENTS
DONALD J. EMBLEN 
Professor of Business Administration 
Montana State University, Missoula
Ask a college professor if he ever saw an 
unhappy student when he announced that 
he would not be able to meet the next session 
of his class. The answer is “No.” For some 
reason students do not appear to resent being 
short changed. This is exactly what is hap 
pening, for they have paid tuition for fifty 
minutes of instruction which they will not 
receive.
Unfortunately, such rashness is not limited 
to the young. We do not have to search very 
hard to find a similar situation in the world 
of small business—and among adults, most of 
whom are dismayed at the mounting costs 
of doing business. Almost every firm, re 
gardless of size, is presented with a picture 
of its progress and current condition, at least 
once a year, in a pair of reports commonly 
referred to as financial statements. Such 
statements are expensive to prepare but, by 
and large, they seldom become dog-eared be 
cause of usage. In fact business managers and 
owners are frequently like the students re 
ferred to above, happy to be short changed. 
Financial statements not fully utilized repre 
sent money down the drain. Noting only 
how much money was in the bank on Decem 
ber 31 and what the net profit was for the 
past year is not utilizing the financial state 
ments.
Financial statements are prepared sup 
posedly to aid the business manager in decid 
ing what future course the business should 
take. What has happened as shown by the 
statements may provide significant clues to 
what may happen in the future. Perhaps 
many business managers have statements 
prepared only to meet the demands of their 
bankers. Why are bankers interested in the 
progress reports of their business borrowers? 
The answer is that progress reports in the 
form of financial statements provide a means 
for evaluating the soundness of the business.
If financial statements are useful to bankers, 
they should be no less useful to business 
owners and managers.
Financial statements are nothing but an 
orderly presentation of figures. Many people 
tend to shy away from figures and, conse 
quently, some of those who otherwise might 
make proper use of their statements become 
discouraged. If the figures in a set of finan 
cial statements are properly handled, how 
ever, there is no need for dismay. For ex 
ample, assume that the balance of accounts 
receivable on June 30 was $30,876.42. This 
figure alone has little significance. If the 
June 30 balance is compared with the Jan 
uary 1 balance of, say, $28,409.60, we can see 
that accounts receivable have increased dur 
ing the period. A twenty-second calculation 
will show us that accounts receivable have 
increased $2,466.82. This is a more meaning 
ful figure than the two balances because it 
is smaller and hence more easy to compre 
hend. A further calculation, involving about 
thirty seconds, enables us to see that ac 
counts receivable have increased nearly 9 
percent. For most purposes, the knowledge 
that receivables have increased 9 percent is 
the significant figure. There is usually no 
reason to be bothered or confused by the 
basic figures.
The object of this paper is to show how 
financial statements can be used more effec 
tively by reducing the significant figures to 
manageable proportions and by showing im 
portant relationships. The technique pre 
sented here is not new; it has been used by 
bankers and businessmen for forty years. In 
any set of financial statements (balance 
sheet and income statement) certain logical 
relationships exist. Experience has shown 
us what these relationships should be when a 
business is progressing in a satisfactory fin 




The following balance sheet and income 
statement of a retail lumber company will be 
used to illustrate certain techniques of fin 
ancial statement analysis.
Ratio of Owners’ Equity to Total Liabilities. 
It is usually considered good business prac 
tice for a firm to use its credit, particularly 
if the return on the funds borrowed is greater 
than the interest paid. The risk involved is 
that too much credit may be used, so that a 
drop in sales or a slowing down in receivables 
collections might quickly change a safe mar 
gin into an overextension of credit and make 
it impossible to meet current obligations.




C urren t Assets
C a s h ___________________________ ___________
Accounts and Notes Receivable ___
In v en to rie s__________________________







Securities _________________________________      $ 2,300
D w ellin g s_____ _______________________________________  4,200
O ther P ro p e r ty ....................  _.....             4,419
Property, P lan t and Equipm ent
Land —_____________________________
Buildings less Depreciation _
Automobiles and Trucks less Depreciation 







Total Assets $ 3,782,371
LIABILITIES AND STOCKHOLDERS’ EQUITY
C urrent Liabilities
Accounts Payable ................    $ 189,369
Notes Payable to B a n k s _________        435,000
Contracts P a y a b le _______________________________________________  4,375
Accrued Taxes P a y a b le ________________    145,588
Total Liabilities $ 774,332
Stockholders’ Equity
Common Stock—$25 P ar ____________________       $ 1,484,625
P aid-in  S u rp lu s ________________      146,857
Retained Earnings ----     1,376,557
Total Stockholders’ Equity .........................................    $ 3,008,039
Total Liabilities & Stockholder’s Equity__ ___    $ 3,782,371
4
X  LUMBER COMPANY 
Income Statement 
Year Ending June 30, 1960 
Net S a le s ____________________________ $ 4,905,593
Cost of Goods S o ld __________________ 3,651^396
Gross Profit __................................. $ 1,254,197
Yard and Administrative Expense .. $ 1,120,703
Operating Profit ............................ $ 133,494
Other In co m e_______________________ 88,507
Net Profit Before Income Tax ... $ 222,001
Estimated Income Taxes ___ __________ $ 99,276
Net Profit to Retained Earnings $ 122,725
Many businesses that have overextended 
themselves have discovered that their credi 
tors have become their partners or even 
worse, the sole owners of the business.
The ratio of owners* equity to total liabil 
ities indicates the margin of safety the own 
ers have in the business, in other words, the 
ratio answers the question, “Who is in busi 
ness with me now?” A glance at the balance 
sheet of the X Lumber Company shows that 
liabilities are $774,332. The owners* equity 
amounts to $3,008,039. These two figures 
alone mean little, but if we divide the own 
ers* equity by the liabilities we find that 
the owners* interest is 3.9 times greater than 
the creditors* interest. A business man 
should know from experience when the ratio 
of his business is unfavorable. A ratio of 4 
would probably indicate a favorable situa 
tion. If the ratio were less than 1, the credi 
tors would have a greater financial stake in 
the business than the owners—a risky condi 
tion particularly if the cash inflow should de 
cline because of a change in business condi 
tions.
Frequently it is helpful to compare a com 
pany’s ratio with the composite industry 
ratio. National and regional ratios are com 
piled by various organizations such as Dun 
and Bradstreet, Robert Morris Associates and 
numerous trade associations. Data compiled
by this writer from information supplied by 
retail lumber companies located in Montana 
indicated that the composite ratio of owners* 
equity to liabilities was 3.4 Other things be 
ing equal, the knowledge that a particular 
firm’s ratio was no less favorable than that 
of the industry might assist a manager in 
planning the future course of his business.
Current Ratio. Creditors look to the cur 
rent assets of a business for the satisifaction 
of their claims. Current assets, for the most 
part, consist of cash plus notes and accounts 
receivable from trade customers, merchandise 
inventories and marketable securities. In the 
event of a forced liquidation in order to meet 
creditor obligations, it would be expected that 
the cash realizable value of some of the as 
sets would be less than their book value. 
Consequently, to provide a safe margin for 
the creditors the current assets should nor 
mally exceed the current liabilities. The re 
lationship of the current assets to the current 
liabilities provides a rough indication of the 
ability of the business to meet its current ob 
ligations if it were called upon to do so. This 
relationship is expressed by means of the 
current ratio, which is calculated by dividing 
the current assets by the current liabilities. 
Thus, the current assets of the X Lumber 
Company of $3,354,829 divided by its current 
liabilities, $774,332, results in a current ratio 
of 4.3 to 1. In other words, current assets 
are over 4 times greater than current lia 
bilities. In the event of a forced liquidation 
it is unlikely that cash realizable values 
would shrink to the point where current lia 
bilities could not be paid.
It used to be standard practice to expect 
current assets to be twice the amount of cur 
rent liabilities, a current ratio of 2:1. To 
day, however, most analysts agree that some 
businesses with a current ratio of less than 
2:1 may be in a satisfactory liquid position 
while others may be in an unsatisfactory con 
dition with a current ratio over 2:1. Dif 
ferent types of businesses require different 
current ratios for best operating conditions. 
Department stores need a larger current 










A ugust ______ 119.8 112.8
S e p te m b e r___ 111.9 106.5
October _____ 112.4 109.4
November ..... 109.9 109.0
Decem ber .... 108.9 110.2
1960
Jan u ary  _____ 104.9 111.2
F ebruary 105.4 113.0
M arch ........... . 106.8 114.2
A pril __ ___ 111.2 115.1
M a y _________ 113.6 113.1
Ju n e  .................. 117.9 113.2
Ju ly  _________ 118.4 112.8
A ugust ___ 118.8** 111.9**






Unadj. Adj. Unadj. Adj.
138.2 118.5 105.6 100.4
127.3 109.4 51.8 51.3
134.5 123.0 51.8 51.7
127.3 122.0 50.0 51.0
120.0 124.1 53.7 55.8
110.9 130.2 70.4 71.6
109.1 129.4 77.8 79.1
107.3 131.8 103.7 105.3
105.4 126.2 105.6 105.3
120.0 124.4 105.6 107.6
132.7 119.3 109.2 107.6
132.7 117.3 107.4 102.6
140.0** 120.1** 113.0** 107.4**







104.1 103.8 92.1 93.9 1-
100.0 96.9 50.5 51.3 1;
116.4 104.8 50.5 51.7 id
116.4 109.9 48.5 47.6 l:
104.1 103.5 47.5 46.8 K
105.5 107.1 47.5 47.7 I
101.4 106.8 62.4 63.3 r
100.0 105.0 69.3 69.3 rI
101.4 107.3 72.3 71.4 1C
102.7 104.6 74.2 73.6 11
104.1 106.6 74.2 71.5 13
105.5 106.4 75.2 76.4 14
102.7** 102.4** 74.2** 75.6** 14








J a n u a r y _____
F ebruary  ........
M a r c h ..............
A p r i l ________
May .....
Ju n e  ...
Ju ly  .....











Production*Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Un
108.9 99.1 107.4 104.3 111.2 120.9 44.3 53.4 332.3 337.0 1872.0 62.2 45.9 43.1 0.0 0.0 0.9 1.4 338.3 340.0 20:83.3 65.7 41.4 40.3 0.0 0.0 1.8 2.2 329.8 332.1 20-83.4 73.8 43.8 41.6 0.0 0.0 0.8 0.7 327.4 329.7 20!64.6 65.9 38.9 39.7 0.0 0.0 6.2 5.5 338.3 338.3 201
45.4 49.2 38.6 41.7 0.0 0.0 4.3 4.8 331.8 328.5 18<69.6 79.7 74.4 81.3 49.4 46.4 9.0 8.4 341.9 333.6 18i111.0 133.2 130.1 144.7 146.9 141.2 16.4 16.5 329.8 329.8 181114.1 129.2 134.6 139.2 179.1 169.0 33.9 25.9 327.4 329.4 17'
121.9 132.5 147.2 144.7 181.0 180.1 30.9 26.3 312.6 313.5 18!
115.2 117.7 139.7 133.3 174.1 179.5 45.7 41.7 325.0 318.0 20:
118.5 122.7 137.7 130.6 183.5** 201.6** 40.5** 49.4** 337.9 335.9 18!
134.6 122.5 148.2 144.4 190.4* 207.0* 11.4* 13.8* 339.5 344.3 19(
21]
seasonal variation. *__:Prelim inary **—Revised
’Computed from  estim ates of Unem ploym ent Compensation Commission of M ontana. Estim ates include all full 
month.
U nem ploym ent Compensation Commission of M ontana. N um ber of w ork applicants a t end of month. 
aComputed from  kilow att hour sales of M ontana Pow er Company, M ontana-D akota Utilities Company, Pacific 
users for consum ption w ith in  M ontana, reduced to hourly average kilow att hours p e r  month.
'Com puted from  reports of B oard of R ailroad Commissioners of the S tate of M ontana, comprising to tal carloadii 
“Computed from  reports of U. S. B ureau of Mines. Daily average.
Computed from  reports of Oil and Gas Conservation Commission of M ontana. Daily average.
Computed from  reports of Federal Reserve B ank of Minneapolis, based on data from  banks in 16 M ontana comr 
“Federal Home Loan B ank Board. Nonfarm  m ortgage recordings of $20,000 or less.
•Computed from  reports of Federal Reserve B ank of M inneapolis, based on dollar sales of 80 to 89 departm ent an 




























& Utilities TradeUnadJ. AdJ. UnadJ. AdJ.
92.3 88.8 109.7 103.8
90.0 87.5 107.5 102.6
87.3 86.0 109.7 107.5
86.4 85.0 109.2 107.9
85.0 86.0 111.7 108.6
81.8 85.0 103.6 110.7
81.4 85.0 103.3 111.3
82.3 86.2 103.3 110.1
84.1 86.8 106.4 109.1
87.7 87.6 106.9 106.9
90.0 87.9 108.0 104.9
90.4 86.4 108.6 104.8
90.4** 86.9** 108.6** 102.7**














































187.6 .... .......-  August
140.0 142.8 ------ Septem ber
135.5 144.1 -------  October
143.0 151.5 November




185.3 173.5 ------ F ebruary
213.2 208.8 ................  M arch
219.4 210.2 _________ April
218.4 208.4 ................. . May
220.4 214.0 __________June
205.8 216.8 ....................  Ju ly
208.9 214.9 ---------- August
. Septem ber
Nonfarm Mortgage Recordings (UnadJ.)*
Total






Banks($1,000) ($1,000) ($1,000) ($1,000)
j 6,731 2,198 476 2,667) 6,212 2,388 205 2,458
I 6,771 2,105 418 2,658
4,450 1,132 341 1,844) 6,873 1,759 466 3,104
> 5,200 1,150 455 2,285
4,687 1,351 343 1,776
5,023 1,469 716 1,862
6,017 1,717 644 2,008
fc 5,599 1,626 623 2,009
f 7,491 2,172 518 2,318
) 5,481 1,418 385 1,871







(11,000) Unadj. Adj. Unadj. Unadj.
1,390 147.4 129.9 106.0
lvOw
77.0 -------- ---------------- August
1,161 132.2 122.6 106.0 75.0 ................... . September
1,590 138.4 124.0 101.0 77.0 --------------------------  October
1,133 140.3 118.4 95.0 78.0 ___ __ November
2,544 205.5 123.6 94.0 79.0 ............................  December
1,310 80.4 128.4 93.0
1960
78.0 ................................... January
1,217 74.8 116.3 94.0 78.0 ...........  February
976 89.2 111.2 105.0 79.0 ................. ... —  ___March
1,648 125.7 131.8 102.0 80.0 ......—.........—...............  April
1,341 125.4 128.5 101.0 82.0 ............................. ........... May
2,483 112.9 123.8 93.0 81.0 ......................................... June
1,807 113.5 123.1 90.0 80.0 .........................................  July
1,698 140.5 123.8 91.0 76.0 ...................... ..............  August
126.5 117.3 95.0 77.0 ..........—.............. September
-time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
|d  Light Company, Bonneville Pow er A dm inistration, and the B ureau of Reclamation to commercial and industrial 
|»ht loaded a t M ontana points. Daily average.
[Daily average.
I stores in M ontana. Daily average.
Adjusted for seasonal variation: This means that intra-annual repeti 
tive fluctuations in the business indicators occasioned by the effects of 
climate, custom and convention have been allowed for statistically.
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(Continued from page 5) 
ratio for sound operations than super 
markets.
The current ratio for retail lumber com 
panies located in Montana is 4.4:1. The X 
Lumber Company’s current ratio is average 
for the industry.
“Acid Test” Ratio. This ratio might be re 
ferred to as the pessimistic view. It is an addi 
tional test of liquidity arrived at by eliminat 
ing merchandise inventory from the current 
assets and dividing the resulting “quick as 
sets” by the current liabilities. In the case of 
the X Lumber Company the “quick assets” 
amount to $1,625,785, and the resulting acid 
test ratio is 2.1:1.
The acid test implies the drastic assump 
tion that inventory could not be used for pay 
ing debts. Bankers have often held that a 
1:1 ratio was satisfactory. However, the 
ideal relationship will depend upon the ex 
perience of a particular industry. The Mon 
tana retail lumber industry appears to have 
a 1.7:1 acid test ratio.
Inventory Turnover. The inventory turn 
over test indicates how many times, on the 
average, the inventory has been sold, or 
turned, during the period. Thus, if the aver 
age inventory was $1 and sales during the 
period were $1, the turnover would be 1. 
If the sales were $2 with the same average 
inventory, the turnover would be 2.
Experience has shown that in any parti 
cular industry there is a normal relationship 
between the average size of the inventory 
and the dollar volume of sales. If an inven 
tory is too large in relation to sales, an ex 
cessive amount of money is tied up, and there 
is danger that the goods will deteriorate or 
become obsolete; if the inventory is too small, 
customers’ requests may not be satisfied.
The proper amount of inventory to carry 
is an individual matter. National ratios in 
dicate that grocery stores should expect a 
turnover of 22, while hardware stores would 
be about normal with a turnover of 2. The 
Montana average inventory turnover for re 
tail lumber yards is 1.9.
Inventory turnover is calculated by divid 
ing the cost of goods sold by the average 
inventory. If an average inventory figure is 
not available, approximately the same results 
may be obtained by using the closing inven 
tory. For the X Lumber Company the in 
ventory turnover is 2.1.
For the person who is trying to obtain the 
maximum benefit from his financial state 
ments the calculation of the inventory turn 
over will provide a quick indicator of the 
effectiveness of his sales and buying policies. 
A turnover significantly lower than it should 
be would suggest that sales should be pushed. 
If sales cannot be increased, then the only al 
ternative is to reduce the amount of inven 
tory in order to bring it in line with sales 
volume.
The manager who really controls his stock 
determines the turnover for each class of 
merchandise at frequent intervals. Goods 
that are moving satisfactorily need no special 
attention. Goods that have a low turnover, 
that is, which move slowly, should be 
brought to the attention of the manager for 
corrective action. This approach might be 
referred to as management by exception.
Receivables Turnover. We have seen that 
the size of the merchandise inventory bears a 
relationship to sales. Likewise, the balance 
of accounts receivable also has a definite re 
lationship to the volume of sales. The exist 
ence of an excessive balance of accounts re 
ceivable in relation to sales indicates that col 
lections are slow and that a dangerous situa 
tion may develp unless steps are taken to 
bring these two items into closer balance.
From the income statement of the X Lum 
ber Company we see that sales are $4,905,593. 
The company’s balance sheet shows that ac 
counts receivable amount to $1,413,252. Di 
viding the sales by the accounts receivable 
gives us a turnover figure of 3.5. The in 
dustry turnover for Montana is 4.8. The 
manager of the X Lumber Company can 
see that his balance of accounts receivable 
per dollar of sales is larger than the in 
dustry average because his turnover is lower. 
His first thought should be to compare this 
year’s turnover with that of the two preced-
8
ing years to observe the trend. If the trend 
shows a slowing down in turnover, he should 
examine the company’s credit policy for 
evidence of unsound credit granting.
The disadvantage of the receivables turn 
over is that it requires some interpretation in 
order to be meaningful. With one additional 
step it is possible to convert the turnover into 
a more meaningful figure—one representing 
the average number of days accounts receiv 
able are outstanding. In other words, it will 
show the length of the collection period. To 
illustrate, divide the turnover of 3.5 into the 
number of days in the accounting period, 360. 
The resulting quotient of 102.8 represents the 
average number of days accounts receivable 
remain uncollected. If the firm’s credit 
terms are 30 days net, then the situation is 
rather serious. The industry average for 
Montana is 75 days.
Different types of business will expect dif 
ferent results. A furniture store might ex 
pect a receivables turnover of 5 with an 
average collection period of about 70 days. 
On the other hand, a sporting goods store 
would be likely to experience a turnover of 
12 and a collection period of approximately 
30 days.
Return on Investment. A final check point 
in minimal analysis of financial statements is 
determining the profitableness of the busi 
ness. Is the business earning a satisfactory 
rate of return on the property committed to 
the operation? This question is answered by 
dividing the net profit, as shown in the in 
come statement, by the total assets. The X 
Lumber Company shows a return on invest 
ment of 3.07 percent (122,725 — 3,782,371). 
This compares favorably with the state-wide 
industry return of 3.37 percent.
While the return on investment can be 
calculated easily and directly, as indicated 
above, it is interesting to note the factors 
which directly influence the return on in 
vestment. Return on investment is a pro 
duct of (1) turnover of assets and (2) earn 
ings as a percentage of sales. The following 
chart (see page 10) illustrates these relation 
ships with the figures taken from the state 
ments of the X Lumber Company.
Asset turnover reflects the success or lack 
of success in working the property (capital) 
v/hich has been committed to the operation. 
If there has been no change in selling price, 
an increase in the turnover indicates that 
capital is being worked harder, i.e., the busi 
ness is getting increased sales out of the same 
plant and capital.
Earnings as a percentage of sales reflects 
the success or lack of success in maintaining 
cost and selling prices in such relationship as 
to yield a satisfactory profit margin. If there 
is no change in selling price, an improvement 
in the profit margin indicates that the cost 
in proportion to sales dollars is being re 
duced.
Therefore, a manager can improve his 
showing either by working his capital in 
vestment harder or by reducing costs.
Trend Analysis
The foregoing six structural relationships 
are basic in any analysis of financial state 
ments and greatly assist management in 
planning. Additional information may be 
obtained by observing the trend of certain 
balance sheets and income statement items. 
Watch the trend of sales, costs, and profits 
by comparing this year’s results with those 
of last year and the year before that. Com 
pare the structural relationships discussed 
above with those for preceding years. Sev 
eral years’ relationships plotted on a sheet 
of graph paper will provide valuable infor 
mation at a glance. Charts and graphs are 
widely used today in large organizations to 
make it easier for management to keep 
abreast of financial developments.
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Ten Montana Ratios 
The most effective way to use financial 
statement ratios of a particular business is 
to compare them with prior periods and 
then to interpret them in the light of known 
facts influencing the business. At times, 
however, management may wish to evaluate 
its own operations by reference to similar 
data compiled on a national or regional basis. 
The difficulty with such comparisons is that 
local conditions may not be reflected in the 
national data. This writer has made a small 
start in the direction of compiling data from 
Montana businesses in order to present a few 
of the more significant financial statement 
relationships. As the data reflect Montana 
operating conditions it is hoped that more 
significant ratio comparisons can be made. 
At the present time the data are limited to 
three industries. It is hoped that eventually 
the list of industries may be expanded and 
kept up to date by publishing the data each 
year.
The following table summarizes the data 
collected from three Montana industries.
TEN IMPORTANT MONTANA RATIOS—1959
Retail Retail Retail
Lumber Grocery Hardware
Owners’ Equity to Total
Yards1 Stores* Stores8
Liabilities ___________ 3.41 3.06 3.43
Current Ratio ........._.......... 4.40 4.60 6.73




Collection Period-days 74 13 53
Return on Investment .... 3.37% 16.9 % 6.02%
Gross Margin .................. ... 26.4% 18.9 % 30.5 %
Net Profit to S a le s______ 2.73% 3.76% 4.48%
Inventory to Total Assets 
Receivables to
46.6 % 32.8 % 47.4 %
































(1947-1949 =  100)
Billings Butte Glendive Great Falls Kalispell Malta Miles City Missoula
Unadj. AdJ. Unadj. Adj. Unadj. AdJ. UnadJ. Adj. UnadJ. AdJ. Unadj. AdJ. Unadj. AdJ. Unadj. AdJ.
1999
August 230.9 240.3 128.0 141.1 222.6 254.1 179.1
Sept........ 250.4 232.1 126.1 121.4 228.6 248.7 191.3
Oct. ...... 261.1 225.3 125.5 117.4 241.1 196.5 186.3
flov. __ 274.0 251.4 119.1 120.7 289.8 241.5 189.2
Dec. 263.4 244.3 121.4 111.8 230.4 207.0 179.8
1960
Jan. __ 229.3 231.8 110.1 111.8 218.2 207.6 190.6
Feb. __ 227.9 252.7 111.1 118.1 198.1 213.0 166.9
March ... 225.2 233.8 129.7 125.2 191.6 196.9 163.6
April 220.0 230.8 127.1 130.8 202.3 205.4 170.5
May __ 230.6 259.1 132.4 145.5 204.7 230.5 175.7
June ... 228.8 235.6 152.3 138.1 224.2 233.5 190.3
J u l y __ 213.3 218.1 129.5 133.2 202.2 221.7 167.8
August 236.6 246.2 133.0 146.6 235.4 268.7 195.3
Sept. .. 246.2 228.2 144.1 138.7 227.7 247.8 202.6
186.4 205.0 184.7 133.1 164.7 139.7 165.9 244.1 240.0
163.8 224.2 203.3 146.4 131.8 175.2 162.7 257.0 229.5
160.6 195.9 183.4 169.7 130.7 228.1 162.7 248.0 226.5
184.6 179.3 169.5 223.3 186.4 256.7 187.5 245.3 251.1
171.9 179.4 169.2 170.6 140.5 207.8 179.0 244.2 227.4
177.8 181.2 182.3 160.2 154.3 166.5 166.2 228.3 237.6
182.4 178.6 196.7 133.2 155.1 139.0 169.3 243.8 288 2
181.4 154.4 181.4 122.7 144.4 146.3 169.9 249.7 258.5
183.1 150.0 186.3 126.0 142.0 140.3 159.6 219.2 232.0
201.0 169.1 180.5 135.4 151.4 125.2 147.8 242.2 257.6
195.4 193.3 185.7 139.2 134.0 136.8 150.2 288.1 273.8
173.2 171.8 159.4 129.1 155.4 141.9 171.6 230.5 228,4
203.2 193.9 174.7 138.4 171.3 138.7 164.7 243.1 239.0
173.4 191.3 173.4 149.1 134.2 .184.9 171.7 284.0 253.6
Adj.—Adjusted for seasonal variation
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It now is generally recognized that 1960 has 
been a year in which the United States has 
experienced, at the least, the beginning of a 
recession. The incidence of the recession, as 
is usually true, has been uneven in different 
segments of the economy and, partly as a 
consequence, in different areas of the nation. 
Some segments of the economy, such as min 
ing, have been relatively depressed for sev 
eral years. The automobile industry, on the 
other hand, not only has shown no signs of 
recession through the third quarter of 1960, 
but appears to be experiencing a continuing 
resurgence. By September of this year, the 
Department of Labor reported 6 percent or 
more of the labor force were unemployed in 
28 percent of the major employment areas; 
but in 11 percent of the major employment 
areas, unemployment was under 3 percent.
That a slump might occur in the latter half 
of 1960 was presaged, it may be recalled, by 
“The Economic Outlook” article in the June 
1960 issue of this Review. At that time it was 
observed, “In predictions of the course of 
business in 1960 substantial strength was ex 
pected at least in the first half of the year . . .  
In actual fact, however, the aggregate econ 
omy has displayed a sluggishness in the first 
six months of the year.”
Gross National Product
The chief measure of aggregate economic 
activity, of course, is the Gross National Pro 
duct. If the increase in the seasonally ad 
justed annual rate of Gross National Pro 
duct from $501 billion in the first quarter 
of 1960 to $505 billion in the second quarter 
was disappointing, in view of previous pre 
dictions, then the falling off of the seasonally 
adjusted rate of Gross National Product to 
$503 billion in the third quarter could only
serve to confirm the suspicions of many that 
the United States’ economy was experiencing 
a downswing in the middle of the year. 
Whether the downswing was part of a per 
iod of minor readjustment from which the 
economy would shortly emerge into another 
period of substantial growth, or whether it 
was the initial stage of the first full-fledged 
depression of the post-World War II era was, 
however, still far from clear. The evidence 
available to date very neatly fits the pattern 
described in last June’s article: “The pace 
of business expansion becomes very mode 
rate in its last stages. Similarly, the declines 
in the .first month or two of contraction are 
also moderate.” Moreover, during periods 
when expansion in aggregate economic ac 
tivity is tapering off and contraction is be 
ginning, the components of the aggregate are 
likely to present conflicting indications: some 
decline, others continue to grow, while still 
others show no pronounced tendency to do 
either. It must be remembered, too, that 
the private sector of the United States’ econ 
omy is subject to forces other than those of 
its own generation. Developments in the 
public or government sector can have sub 
stantial effect upon the private sector; and 
international developments can substantially 
affect both the private and public sectors.
Industrial Production
Let us examine some of the more detailed 
evidence pertaining to economic develop 
ments in the second half of 1960. Industrial 
production—as measured by the seasonally 
adjusted index of the Federal Reserve Board 
—has shown a rather persistent tendency to 
ease off in recent months. Even more pro 
nounced has been the decline in durable man 
ufactures, which at the end of the third quar-
2
ter of 1960 were 8 percent below their peak 
at the beginning of the year. This decline 
was particularly conspicuous in the iron and 
steel industry. Not only was it operating at 
little more than 50 percent of capacity 
through much of the latter part of the year, 
but by September its output was 40 percent 
below that of January, and 27 percent less 
than the average output in the year 1957. 
The peak in metal mining was reached later 
in the year, in April, and by the end of the 
third quarter was only 10 percent below 
that peak. Coupled with the decline in out 
put, however, was a reduction of prices of 
nonferrous metals, especially that of copper. 
[ At no time during 1960 have contracts 
I awarded for residential construction returned 
to the heights reached in 1958 and 1959. New 
I orders for durable goods have fluctuated 
I within a small range below the 1959 average. 
I Freight carloadings at the end of the third 
quarter were almost one-fifth below the level 
I attained at the start of the year, while prices 
of industrial stocks were about one-tenth 
lower. Up to the beginning of the fourth 
quarter of 1960, housing starts were reported 
to be 18 percent below the comparable period 
of 1959. As a consequence, lumber prices gen 
erally fell sharply, to levels approaching, or 
even lower than, those of the 1958 recession.
Gold Outflow
One of the more spectacular developments 
in the latter part of 1960 was the buying of 
gold in foreign markets at prices consider 
ably above the United States Treasury^ price 
of $35 per ounce. At one time late in Octo 
ber, the equivalent of $41 per ounce was paid 
in London. Concomitantly there was an ac 
celerated outflow of gold from the United 
States.
The United States* monetary stock of gold 
reached a peak of $23.3 billion at the end of 
1952, at which time those holdings were 
equal to approximately 69 percent of the 
“free world” total of gold reserves of central 
banks and governments as estimated by the 
Federal Reserve, excluding “the U.S.S.R., 
other Eastern European countries, and 
China Mainland.” From that peak the United 
States* gold stock declined irregularly to 
$19.5 billion at the end of 1959, then being 
about 48 percent of the estimated “free world** 
total. By comparison, at the end of 1959 the 
United Kingdom and West Germany each 
held about 7 percent of the total; the Inter 
national Monetary Fund had about 6 percent; 
Switzerland, 5 percent; and France, 4 percent. 
Through the first 10 months of 1960, the 
United States* gold stock was reduced about
County Income Estimates . . .
Personal Income Estimates For Montana Counties, Selected Years 1939- 
1956, by Edward J. Chambers, formerly director of the Bureau of Business 
and Economic Research, has just been published.
This study allocates state estimates of personal income among Montana*s 
56 counties for the years 1939, 1948, 1951, and 1956. Total county personal 
income, a farm-nonfarm breakdown, income by type of payment, and 
county per capita income estimates are included, together with comparisons 
of growth rates in the various counties and state economic areas.
Copies of this report are available free of charge from the
Bureau of Business and Economic Research 
School of Business Administration 
Montana State University 
Missoula, Montana
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$1.1 billion to $18.4 billion, or about 45 per 
cent of the estimated total.
Several factors have been involved in the 
gold outflow. One is that some of the other 
nations in the world, formerly dependent on 
the United States for aid, have become its 
active competitors in many lines; thus one 
objective of the United States* post-World 
War II policy has been accomplished in such 
important areas as Japan and West Germany. 
A second factor is that some nations, such as 
Canada, which have been experiencing a re 
cession themselves, have tended to reduce 
their imports from the United States below 
what they otherwise have been. Third, the 
monetary policies of some nations, such as 
the United Kingdom (although not Switzer 
land, interestingly), have kept short-term in 
terest rates considerably higher than in the 
United States, a situation conducive to rapid 
shifts of short-term funds. Fourth, United 
States business firms have been investing 
heavily abroad in recent years. Still another 
major factor is United States Government 
military expenditures and nonmilitary grants 
abroad. In 1959, for instance, those expen 
ditures and grants totalled $4,713 million, as 
compared with gold outflow of $731 million 
that year. It should be noted that although 
the United States has been increasing its im 
ports and encountering more competition in 
selling abroad, during no quarter in the last 
three years did it sell less than it bought 
abroad, if military expenditures abroad are 
excluded.
Personal Income
Other aspects of the economic picture, how 
ever, were less clear, or actually hopeful, as 
1960 approached its end. As has been usual 
in recent years when Gross National Product j 
has declined, personal income has held steady 
or continued very gradually to rise. The 
chief component of personal income, wages 
and salaries, has also risen gradually despite 
a decline in average hours worked per week 
for production workers in manufacturing in 
dustries. Retail sales, after seasonal adjust 
ment, have held relatively steady through the 
latter part of the year, and instalment credit 
has risen slightly. There are reports, how 
ever, of an increase in default on instalment 
purchases, and sales of consumer durable 
goods apparently have had a downward ten 
dency.
Recent developments with respect to man 
ufacturers* inventories, seasonally adjusted, 
do not present a clear picture. From the 
low levels reached during the steel strike in 
1959, they steadily rose until mid-1960 and 
since have fluctuated narrowly. Certainly 
there has been no contribution from inven 
tory expansion to the demand for output, but 
neither has there appeared any movement I 
toward the type of inventory liquidation as 
sociated with a strong downswing. And pre 
sumably inventories are under downward 
pressures as the result of price stability, rel 
atively speedy deliveries, and improved in 
ventory controls.
Although corporate profits in 1960 appear 
likely to be only a little below the 1959 level, 
the year’s end is likely to reveal a persistent
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decline from the high level reached in the 
first quarter of the year. Smaller profit mar 
gins are reported in many areas as the result 
of declining prices, rising costs, and steady or 
declining sales volume. Thus, while the very 
small but persistent decline in the index of 
wholesale commodity prices since the first 
quarter of 1960 may be welcomed by some 
as reflecting an absence of inflationary pres 
sures, the other side of the coin is that it also 
reflects a weakening of the demand for out 
put. Throughout the year, on the other hand, 
the consumer price index has very slowly 
and persistently risen.
Agriculture
Among the brighter spots in the nation’s 
economy, as the year drew to a close, were 
agriculture and the automobile industry. In 
agriculture the parity ratio—the ratio be 
tween prices received and prices paid by 
farmers—stood at 80 in September as com 
pared with 77 for the previous December, 
a gain of almost 4 percent which, however, 
may prove only temporary. Furthermore, it 
is reported that United States Government 
crop statisticians are predicting that this 
year’s crops will be about 2Vz percent greater 
than the record level of 1959, with the wheat 
crop leading the advance with a 21 percent 
increase over last year. An obvious impli 
cation of the last point, of course, is that de 
velopments have been spotty within agricul 
ture.
In the automobile industry, both the num 
ber of cars produced and the number of cars 
sold are running ahead of 1959 in the fourth 
quarter of the year. Because a substantial 
portion of the cars produced and sold were 
of the compact variety, the meaning of the 
numbers in terms of dollar volume of sales 
and of profits is not yet clear. It is inter 
esting to note, however, that the percentage 
of sales of foreign cars in the United States 
has been declining in recent months, since 
the advent of the compacts.
Also on the brighter side in 1960 have been 
business expenditures on plant and equip 
ment. Although such expenditures were ex 
pected to level off in the fourth quarter ac 
cording to the joint survey taken by the De 
partment of Commerce and the Securities 
and Exchange Commission in late July and 
August, they also were expected to be some 11 
percent higher than in 1959 and almost equal 
to the record level of $37 billion in 1957.
Consumer Buying Plans
Let us now turn to some of the indicators 
of future developments. The Federal Re 
serve’s latest Quarterly Survey of Consumer 
Buying Intentions, as of July 1960, offers 
an interesting puzzle to anyone attempting 
prognostication for the automobile industry. 
The number of consumers planning to buy 
new automobiles was the same in July of 
1960 as in July of 1959, but from January to 
April to July of this year the number plan 
ning to buy new cars was falling. Three pos 
sibilities seem reasonable at this time. One 
is that consumer buying plans will have taken 
a sharp upturn in the latter half of 1960, an 
upturn that will continue into 1961. A second 
is that the increase in sales in the latter half 
of 1960, even though in excess of what con 
sumers planned, will generate sufficient in 
crease in business activity, and hence in in 
comes, to cause consumers to buy more than 
they had planned and to continue to do so. 
In other words, consumers may change their 
plans either because they have been per 
suaded to buy more, or because an increase in 
income makes it possible for them to make 
greater purchases without altering the pro 
portion they propose to spend for cars. The 
third possibility is that the greater sales in 
the fourth quarter of 1960 have simply been 
borrowed from the sales during the remaining 
three quarters of the 1961 model year; that 
is, those buying during the model year have 
been induced to buy earlier than they other 
wise would have bought, but without either 
sales efforts or income effects leading to 
greater total sales for the 1961 model year. 
If the last possibility proves to be true, then 
no lasting improvement in general business 
conditions will come from the automobile in-
5
(Continued on page 8)
MONTANA B 
(194










Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Un;
1959
September . 113.0 107.5 130.9 112.6 51.8 51.3 102.7 99.5 50.5 51.3 14c
October ....... 116.7 113.6 138.2 126.4 57.4 57.3 116.7 104.8 54.5 55.7 151
November ....  109.9 109.0 127.3 122.0 50.0 51.0 116.4 109.9 48.5 47.6 n e
December ...... 108.9 110.2 120.0 124.1 53.7 55.8 104.1 103.5 47.5 46.8 102
1960
January _ ....  104.9 111.2 110.9 130.2 70.4 71.6 105.5 107.1 47.5 47.7 8<
February ........ 105.4 113.0 109.1 129.4 77.8 79.1 101.4 106.8 62.4 63.3 7S
March ____ ..... 106.8 114.2 107.3 131.8 103.7 105.3 100.0 105.0 69.3 69.3 7<
April _____ __  111.2 115.1 105.4 126.2 105.6 105.3 101.4 107.3 72.3 71.4 101
May ....... .....__  113.6 113.1 120.0 124.4 105.6 107.6 102.7 104.6 74.2 73.6 lid
J u n e ______ ....  117.9 113.2 132.7 119.3 109.2 107.6 104.1 106.6 74.2 71.5 13'
J u ly ______ .... 118.4 112.8 132.7 117.3 107.4 102.6 105.5 106.4 75.2 76.4 us
August ___ ..... 118.8 111.9 140.0 120.1 113.0 107.4 102.7 102.4 74.2 75.6 141
September .....  123.4** 117.4** 141.8** 121.9** 103.7** 102.8** 109.6** 106.2** 77.2** 78.4** 16!
October ...... 120.9* 117.7* 134.5* 123.0* 100.0* 99.9* 117.8* 106.0* 76.2* 78.1* is;'












September ... 72.0 62.2 45.9 43.1 0.0 0.0 0.9 1.4 338.3 340.0 2 0 ;
October ........ ... 83.3 65.7 41.4 40.3 0.0 0.0 1.8 2.2 329.8 332.1 2041
Novem ber.... 83.4 73.8 43.8 41.6 0.0 0.0 0.8 0.7 327.4 329.7 2 0 !
December .. 64.6 65.9 38.9 39.7 0.0 0.0 6.2 5.5 338.3 338.3 20(
1960
January ....... ... 45.4 49.2 38.6 41.7 0.0 0.0 4.3 4.8 331.8 328.5 lot
February _ ... 69.6 79.7 74.4 81.3 49.4 46.4 9.0 8.4 341.9 333.6 is:
March _____ ... 111.0 133.2 130.1 144.7 146.9 141.2 16.4 16.5 329.8 329.8 18(
April ............. ... 114.1 129.2 134.6 139.2 179.1 169.0 33.9 25.9 327.4 329.4 I7i
May ______ .. 121.9 132.5 147.2 144.7 181.0 180.1 30.9 26.3 312.6 313.5 18C
June _______ ... 115.2 117.7 139.7 133.3 174.1 179.5 45.7 41.7 325.0 318.0 2 0 :
July _______ ... 118.5 122.7 137.7 130.6 183.5 201.6 40.5 49.4 337.9 335.9 18:
August ____ ... 134.6 122.5 148.2 144.4 190.4** 207.0** 12.9** 15.6** 339.5 344.3 1 9 (
September ... 
October .......... 162.6 128.3 143.8 140.0
205.5* 221.0* 9.8* 14.8* 337.9 339.6 21
21*
Adj.—Adjusted for seasonal variation. •__Preliminary **—Revised
’Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full 
month.
Unemployment Compensation Commission of Montana. Number of work applicants at end of month. 
•Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
•Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadi 
•Computed from reports of U. S. Bureau of Mines. Daily average.
•Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
’Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana com 
•Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
•Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department ai 




















88.6 86.1 111.4 106.3 145.9 145.3 8,802 17,818 140.0 142.8 ___ . September
88.2 86.9 114.2 112.0 148.6 146.8 10,166 17,898 135.5 144.1 ___ .... .. October
86.4 85.0 109.2 107.9 145.9 147.1 17,740 19,733 143.0 1 5 1 .5 ___ . November
85.0 86.0 111.7 108.6 147.5 149.6 20,168 16,586 143.6 145.9 ___ ... December
1960
81.8 85.0 103.6 110.7 144.7 146.9 24,452 16,097 163.1 159.4 ....  January
81.4 85.0 103.3 111.3 144.7 147.0 23,066 14,056 185.3 173.5 .. .— February
82.3 86.2 103.3 110.1 145.5 147.1 21,543 14,192 213.2 208.8 ___ ____  March
84.1 86.8 106.4 109.1 150.2 149.9 16,153 13,338 219.4 210.2 „ ............ April
87.7 87.6 106.9 106.9 150.2 147.4 10,923 12,384 218.4 208.4 .......______ May
90.0 87.9 108.0 104.9 157.2 151.3 10,035 12,481 220.4 214.0 ______ June
90.4 86.4 108.6 104.8 152.5 153.4 8,038 12,272 205.8 216.8 ___ ____  July

















210.1 214.4 ___ . September 
___October
Nonfarm Mortgage Recordings (U nadj.)3
Savings Insur- 
& Loan ance Comm. Dept. Store
Agricultural
Prices10
Total Assocs. Cos. Banks Others Sales3 Livestock Crops(11,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj. Unadj. Unadj.
1959
. ............ September6,212 2,388 205 2,458 1,161 132.2 122.6 106.0 75.0
6,771 2,105 418 2,658 1,590 138.4 124.0 101.0 77.0 __ ______________  October
4,450 1,132 341 1,844 1,133 140.3 118.4 95.0 78.0 ....................  November
6,873 1,759 466 3,104 2,544 205.5 123.6 94.0 79.0 ............. December
1960
5,200 1,150 455 2,285 1,310 80.4 128.4 93.0 78.0 ...........................January
4,687 1,351 343 1,776 1,217 74.8 116.3 94.0 78.0 ..............February
5,023 1,469 716 1,862 976 89.2 111.2 105.0 79.0 _______________ March
6,017 1,717 644 2,008 1,648 125.7 131.8 102.0 80.0 ____ :______________ April
5,599 1,626 623 2,009 1,341 125.4 128.5 101.0 82.0 __ ______________ __  May
7,491 2,172 518 2,318 2,483 112.9 123.8 93.0 81.0 __ ....................................  June
5,481 1,418 385 1,871 1,807 113.5 123.1 90.0 80.0 -  -.................................... July
5,832 1,437 483 2,214 1,698 140.5 123.8 91.0 76.0 __ _______________  August







7 7 . 0  _
________  September
............................ October
| time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the 
1 Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
ht loaded at Montana points. Daily average.
^aily average.
tores in Montana. Daily average.
Adjusted for seasonal variation: This means that intra-annual repeti 
tive fluctuations in the business indicators occasioned by the effects of 
climate, custom and convention have been allowed for statistically.
(Continued from page 5) 
dustry in the period immediately ahead. For 
example, the steel industry in the fourth 
quarter of 1960 already was planning further 
cut-backs in production schedules and pre 
dicting lower levels of output for 1961, giving 
as one explanation that demand from the 
automobile industry was weakened by an 
earlier overexpansion of steel inventories.
Consumers’ plans for buying other durables 
—used cars, washing machines, refrigerators 
and television sets—as indicated by the most 
recent Quarterly Survey, show much the 
same pattern as that for new cars: some 
what above 1959 through the first half of 
1960, but with a persistent downward ten 
dency.
Outlook for Residential Construction 
An article in the September issue of the 
Monthly Review of the Federal Reserve Bank 
of San Francisco points to several factors that 
may keep residential construction at rela 
tively low levels in 1961. Net household 
formation in 1959 was the lowest in a decade, 
and is not expected to show any substantial 
increase until after 1965. Rental vacancy 
rates are relatively high and give indications 
of rising. As compared with earlier periods 
of slack in residential construction, mortgage 
costs are relatively high. At the same time, 
as the Monthly Review points out, “There is 
some doubt as to how much more demand 
can be stimulated by further liberalizing 
mortgage credit terms, partly because there is 
not much room left in which to liberalize.” 
A Wall Street Journal survey of “125 major 
companies in all parts of the nation,” re 
ported at the end of October, indicated that 
many firms were paring their plans for ex 
penditures on plant and equipment, and that 
only a minority were planning any increase 
in such expenditures in the following year.
Fiscal and Monetary Policy 
In terms of counter-cyclical policy, the ac 
tions of the United States Government and 
of the Federal Reserve during 1960 were 
largely in opposite directions. During the
first eight months of 1960 the United States 
Government’s receipts from the public ex 
ceeded its payments to the public by a little 
more than $5 billion, representing a drain 
from the flow of income.
The Federal Reserve, in contrast, has taken 
several steps to encourage commercial banks 
to lend more, thus increasing the supply of 
money to the nonbank public. The Federal 
Reserve Banks’ discount rates—those charged 
member banks when they borrow reserves— 
were lowered from 4 to 3 percent in two steps 
during the year. During November the Fed 
eral Reserve substantially increased its hold 
ings of United States Government securities, 
thereby increasing Federal Reserve credit 
outstanding, either as currency held by the 
nonbank public or as additional reserves for 
the commercial banks. In late October the 
Federal Reserve also announced three 
changes in reserve requirements, as of Nov 
ember 24 and December 1, which are ex 
pected to increase the reserves of member 
banks about $300 million net of the expected 
seasonal outflow of currency of about $1 bil 
lion. Thus member banks would have an 
increase in reserves sufficient to let them, at 
a maximum, increase their lending and in 
vesting, and hence increase the nonbank 
public’s holding of money, by approximately 
$2 billion. In midyear, the Federal Reserve 
also reduced margin requirements from 90 to 
70 percent, encouraging an increase in bor 
rowing for the purpose of buying securities.
As to policies in the first half of 1961, it 
seems unlikely that the United States Gov 
ernment will continue to run a cash surplus 
if economic conditions worsen, or even if 
they simply do not improve. Federal expen 
ditures already were scheduled to increase in 
the fourth quarter of 1960, and to continue at 
a higher level in 1961, and the campaign pro 
posals of both parties held the prospect of a 
higher level of expenditures. Without con 
siderable improvement in the flow of income, 
tax receipts cannot be expected to rise much; 
the effect, therefore, will probably be a net 
injection into the income flow.
The Federal Reserve is likely to continue
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policies making money “easier” unless there 
is a sharp upswing in economic activity. 
Whether the private sector will partake of 
the fuller trough, however, is a matter of 
conjecture. An increase in borrowing can 
not be forced if the economy prefers to seek 
increased liquidity.
In Montana . . .
Business activity during the latter half of 
1960 has continued at a moderate level. De 
clines in construction contracts and in hous 
ing starts have been coupled with unfavor 
able price changes which have affected the 
copper, cattle, and lumber industries. Such 
price declines have reduced business and per 
sonal earnings throughout these industries 
and have often been followed by declines in 
output, which in turn have resulted in some 
reduction in employment. Such relative de 
clines are not easily observable from the 
Montana Business Indicators (pages 6 and 7) 
due to a general resurgence of economic ac 
tivity following the mining and lumber 
strikes of the third and fourth quarters of 
1959.
Regional and Local Conditions
While price declines have had a dampening 
effect upon business conditions in some indus 
tries, government expenditures continue to 
contribute to Montana income in other areas. 
Government construction in Great Falls and 
Glasgow has recently contributed to the eco 
nomic bases of these areas. During 1961, the 
initial effect of new government expendi 
tures on proposed “Minutemen” sites and on 
Yellowtail Dam will begin to affect selected 
local communities. The largest part of the 
economic effects of these federal construction 
projects will occur, not during 1961, but dur 
ing the subsequent years.
These local conditions of economic well 
being are not general throughout the state. 
Migration of unemployed laborers from the 
Butte area has been going on for some time. 
Unemployment in the lumber and lumber 
processing industries is significant. Private 
construction activity is sufficiently low to
result in widely reduced business earnings 
and personal income in that area. Some of the 
decline in production in Montana has resulted 
in “disguised” unemployment where laborers 
are regularly working less than a 40-hour 
week. Other workers are either (1) not car 
ried as part of the formal unemployed, or (2) 
unwilling to accept alternative jobs.
Outlook
During August 1960 Montana personal in 
come increased a very meager 8/10th of 1 
percent over August 1959, a rate far below 
that of similar areas in the Northwest and of 
agricultural states in the plains.1 Initial per 
sonal income figures for Montana covering 
September 1960 suggest some improvement.
Consumption of durable goods, of nondur 
able goods, and of services in Montana has 
shown a corresponding absence of growth. 
For example, sales of new automobiles in 
Montana in 1960 are lower than during 1959. 
Similarly, the Montana Business Indicator 
(see pages 6 and 7) concerning seasonally ad 
justed department store sales suggests a gen 
eral slackening of consumer demand in Mon 
tana.
Agriculture. Potential earnings in the 
Montana agricultural industry have been re 
duced by declines in cattle prices and reduced 
crop production. Overall crop production for 
the year 1960 will be lower than 1959 levels 
because of dryness during the growing season. 
However, crop yields will be higher than 
previous Department of Agriculture fore 
casts had indicated. On balance, the Mon 
tana agricultural production level is slightly 
below expectations.
Industry and Trade. The industry sector 
of Montana has undergone reduced levels of 
output. Declines in the overall prices of lum 
ber and lumber products as well as more re 
cent declines in copper prices have led the 
way to reduced output. The lumber and min 
ing industries generally respond more quickly 
to price and sales changes than do other busi 
ness sectors of the state, and layoffs, “dis-
“Tncomes in August Top 1959,” Business Week, 
October 29, 1960, p. 52.
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guised” unemployment or reduced working 
hours, and lowered levels of personal income 
have typically appeared in the communities 
in which they are located. These industries 
will continue to operate at less than “ca 
pacity” until such time as price and market 
conditions again become favorable.
Similar underutilization of resources can 
be observed throughout much of the building 
trades industries. Reduced residential con 
struction and lower levels of “housing starts” 
have been associated with relative declines in 
family formation rates throughout Montana 
and the entire United States. When demand 
for new housing declines, typically the con 
struction and building trades industries re 
duce working hours. Therefore, personal in 
come of this wage-earner group declines.
The state-wide decline in demand for resi 
dential construction cannot clearly be at 
tributed to any one factor. Substantial in 
creases in the demand for residential con 
struction are not expected, however, until 
such time as the level of Montana personal 
income has increased greatly. Potential pur 
chasers of new residences are also faced with 
uncertain business conditions for the coming 
year. Generally, such uncertainty leads to a 
forestalling of house purchases.
Services. While declines in 1960 levels of 
business activity in the nonagricultural sec 
tor of Montana have been observed, the con 
tribution of the service industries in 1961 
should not be overlooked. Potential increases 
in income and employment for Montana may 
stem directly from increased growth of the 
tourist-recreation service industry (see “Pro 
file of the Montana Visitor,” Montana Busi 
ness Review, June 1960).
Forecast
For the year 1961, general business condi 
tions across Montana will continue at the 
present levels. While regions and commun 
ities will differ widely in their local well 
being, business earnings, personal income, 
and industrial output in general will continue 
to expand at only a very moderate pace.
For the first and second quarter of 1961, 
many industries will be influenced by wea 
ther conditions. Provided that seasonal busi 
ness recovery and output expansion are per 
mitted early in 1961, state growth in income 
will be assisted. The possibility of attracting 
new industries to the state, while important 
for longer range economic planning, will 
have no immediate and significant effects 
upon income and employment during 1961. 
The tourist-recreation service industry could 
become a more significant source of income, 
both to business and to the state gov 
ernment. While the economic platform of the 
President-elect includes proposals for action 
by the federal government which could have 
far-reaching effects upon economic growth in 
Montana, the results of these proposed mea 
sures will not materialize in Montana during 
the first half of 1961.
In summary, economic conditions in Mon 
tana for 1961 are expected to improve only 
slightly, if at all, over those in 1960. The hope 
for higher levels of economic growth and a 
more favorable climate must be deferred at 















Montana Business Review Articles
Vol. 12, 1960
Developing a Successful Advertising Program for Your Business—John S. Wright
Federal Land Ownership and Local Government in Montana—M axine C. Johnson
The Cooperative Study of Multiple Use of Natural Resources in the North Fork of the 
Flathead Valley—Arnold W. Bolle
Railroads—The Monopoly That Used to Be—Richard Spangler
The Timber Industry and the Market for Woodlot Products in the Upper Flathead 
Valley—Arnold W. Bolle
Federal Deposit Insurance Corporation Experience With Failing Banks, 1934-58—  
Raymond H. McEvoy
An Analysis of Regional and National Income Differentials—Maxine C. Johnson and 
Fred W. Harris
The Economic Outlook—Edward J. Chambers 
The Profile of the Montana Visitor—John S. Wright
Tourist Surveys in Montana—-Paul R. Devine 
The Image of Your Business—John S. Wright
Two Decades of Personal Income in Montana’s Economic Areas and in the F ifty-six  
Counties—Edward J. Chambers
Recent Developments in Retail Trade—Maxine C. Johnson
Personal Income in the Fifties—Maxine C. Johnson
How to Make Better U se of Financial Statements—Donald J. Emblen
The Economic Outlook—Gene L. Erion and Robert C. Haring
Monographs
Montana Trade Association Directory, 1960
Survey of Certified Public Accounting Practice in Montana, Occasional 
Paper No. 4, by Jack J. Kempner
The Effects of the Anaconda Aluminum Company Plant on Flathead 
County, Montana, Regional Study No. 12, by Maxine C. Johnson
Personal Income Estimates for Montana Counties, Selected Years 1939- 
1956, Regional Study No. 13, by Edward J. Chambers
11
i
The Montana Business Review is sent free on request to any interested 
persons, firms or organizations.
Copies of single issues of the Montana Business Review and of the mono 
graphs listed above may be obtained from the
Bureau of Business and Economic Research 
School of Business Administration 
Montana State University 
Missoula, Montana
LOCAL BANK  





















Sept. __  250.4 232.1 126.1 121.4 228.6 248.7 191.3 163.8
Oct. ___  261.1 225.3 125.5 117.4 241.1 196.5 186.3 160.6
flov . __  274.0 251.4 119.1 120.7 289.8 241.5 189.2 184.6
Dec. __  263.4 244.3 121.4 111.8 230.4 207.0 179.8 171.9
Jan. __  229.3 231.8 110.1 111.8 218.2 207.6 190.6 177.8
Feb. ___ 227.9 252.7 111.1 118.1 198.1 213.0 166.9 182.4
March _225.2 233.8 129.7 125.2 191.6 196.9 163.6 181.4
April 220.0 230.8 127.1 130.8 202.3 205.4 170.5 183.1
May __  230.6 259.1 132.4 145.5 204.7 230.5 175.7 201.0
June __  228.8 235.6 152.3 138.1 224.2 233.5 190.3 195.4
July _ _ 213.3 218.1 129.5 133.2 202.2 221.7 167.8 173.2
August 236.6 246.2 133.0 146.6 235.4 268.7 195.3 203.2
Sept. _  246.2 228.2 144.1 138.7 227.7 247.8 202.6 173.4









2242 2032 146.4 131.8 1752 162.7 257.0 229.5
195.9 183.4 169.7 130.7 228.1 162.7 248.0 226.5
179.3 1692 2232 186.4 256.7 1872 2452 251.1
179.4 1692 170.6 1402 2072 179.0 2442 227.4
1812 1822 1602 154.3 166.5 166.2 2282 237.6
178.6 196.7 1332 155.1 139.0 1692 2432 2882
154.4 181.4 122.7 144.4 1462 169.9 249.7 258.5
150.0 186.3 126.0 142.0 140.3 159.6 2192 232.0
169.1 180.5 135.4 151.4 1252 1472 2422 257.6
193.3 185.7 139.2 134.0 136.8 1502 288.1 2732
171.8 159.4 129.1 155.4 141.9 171.6 230.5 228.4
193.9 174.7 138.4 171.3 138.7 164.7 243.1 239.0
191.3 173.4 149.1 134.2 184.9 171.7 284.0 253.6
185.5 173.5 165.6 127.6 246.7 176.0 272.1 248.5
Adj.—Adjusted for seasonal variation
C om puted from reports of Federal Reserve Bank of M inneapolis. Daily average.
